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AMBER-CHANGE 


Report sheets with AMBER headings indicate a change in the condition 
of the account—which is reflected in a Change in Rating 





The following report is furnished in STRICT CONFIDENCE, at your request, by R. G. Dun & Co. as your agents and 
employees, for your exclusive use as an aid in determining “the advisabi ity of ia osdlt and for no other purpose. 


Please note whether name, business and street address correspond with your inquiry. 














SPECIAL NOTICE 


Continuous Service Color — Signal System 


After December lst, 1932, when a Full 
Report, or a Condensation is written showing 
either a FAVORABLE or an UNFAVORABLE Change in 
Rating, the Continuous Service Reports will be 
issued on AMBER — COLORED REPORT PAPER. 


This AMBER PAPER will stand out in con- 
trast to the White Paper on which all other 
Continuous Service Reports are issued, except— 
ing the short Special Notices which will be 
on Pink Paper, as in the past. 


‘OD ® NNG VD ad 


This Color Scheme will enable our clients 
to select immediately, the Reports which: they 
may decide should be given FIRST CONSIDERATION. 


This is the initial step in a Program 
to develop a Color — Signal Service, which 
should materially assist our Clients — for 
the Color Scheme which will be carried out will 
indicate instantly the tenor of the interpreta-— 
tion which is placed upon the information in 
our Reports. sag 


The Color — Signal System is being 
planned to give Colors in Credits the same 
Significance which is instinctively associated 
with the Traffic Highway and the nal iway Block 
Color — Signal System. 





R. G. DUN & CO. 
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November 10th, 1932. 
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When writing to R. G. Dun & Co., please mention Credit & Financial Management 


( edit Piesations of 
Manufacturing. Wholesaling: 


and Finance Companies . es 


MEET THE CHANGED 


CONDITIONS of 1933 
with Retail Credit Company 's 


CHARACTER CREDIT 
REPORTS 


Res 1933 as never before, it is vital that you know 
more than you ever knew before about every applicant for 
credit ... the facts about the MAN as well as his BUSI- 
NESS . .. character, prospects, stability. 


Get this more exhaustive, more accurate, more down-to- 
the-minute information from RETAIL CREDIT COM- 
PANY’S CHARACTER CREDIT REPORTS... 


Complete? Yes! ... All pertinent information, with heavy 
emphasis on the personal factor... 


Timely? Yes! ... Every report a current report, based on 
a new inspection made after receipt of your inquiry... 


Accurate? Yes! ... Gathered by an army of 800 experi- 
enced, salaried, full-time inspectors in all large cities and 
40,000 carefully chosen residence reporters in the small 
places; all a part of an international credit reporting 
agency with a 33-year record of known dependability .. . 


Prompt? Yes! ... Quickly forwarded to you by an organ- 
ization geared to swift action in obtaining and transmit- 
ting facts you want; REPORTS MAILED DIRECT from offices 
and sub-offices in 815 cities... 


Ask for detailed information about this peculiarly 
flexible, efficient, and economical service. Write 
today for folder giving full information. 


RETAIL CREDIT COMPANY 
Established, 


1899 
Home Offices: ATLANTA, Ga., U.S.A. Chicago: ADAMS-FRANKLIN BLDG. 
New York Offices: GRAYBAR BLDc. San Francisco: ADAM GRANT BLpe. 


Crepit AND FINANCIAL MANAGEMENT is owned and published on the Sth of ever i iati 4 4 
tl y month by the National Association of Credit Men, One Park Ave., N. Y. Executive 
eh ee . oe Seen One ‘Park Ave., N. Y., Secretary and Treasurer, Henry H. Heimann, One Park Ave., N. Y. Subscription price $3.00 a year, 25 cents a copy. 
1079. Copyright on N, a $4.00 postpaid. Entered as second-class matter April 5, 1927, at the Post Office at New York, N. Y., U. S. A., under the act of March 3, 
Financisl - ght, 1932, 6 . ssociation of Credit Men. The N.A.C.M: is responsible only for official Association statements and announcements printed herein. Credit and 
tal Management is indexed in the Industrial Arts Index of the H. W. Wilson Co. and is a member of the Audit Bureau of Circulations. Volume XXXIV, No. 12. 


2 When writing to Retail Credit Company, please mention Credit & Financial Management 
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@ Looking ahead 


The January issue of our maga- 
zine will bring a representative 
group of authors and subjects to 
our pages. Among the writers will 
be the N.A.C.M.’s President, E. D. 
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Our readers think 


Paging the new books 


Ross; Executive Manager, Henry 
H. Heimann; Sir Arthur Salter, 
British Among the 
topics will be the outlook for 1933, 
the value of Credit Interchange, 
and two credit surveys. 


economist. 


@ Our cover 


This month’s camera-study by 


Henry Platte of the Old Masters’ 
Studio, New York, depicts the 
Credit Executive seated before his 
fire-place with his (and our) fa- 
vorite magazine in his hands, ready 
for an evening of reading, both en- 
tertaining and profitable. 
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Answers to credit questions 
N.A.C.M. collection-adjustment bureaus 


Court decisions and Washington notes 


CHESTER H. McCALL 


Paul Haase Editor and Publisher 


Managing Editor 


Clifford T. Rogers — 
Advertising Manager 


Volume 
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tiPs 


at your 


FINGER TIPS— 


How to answer questions like these: 


Mi What are the State filing requirements and other principal points of procedure concerning Chattel Mortgages, Conditional 
Sales, Claims Against Estates, Mechanics’ Liens, etc.? 


Mi Under what conditions can you accept a check marked “In Full of Account” or with similar clause, yet made out for less 
than balance due, without jeopardizing the difference? 


Mi What action should you take to protect your accounts under Bulk Sale requirements, which vary in different states? 


W@ If a buyer’s credit does not justify your selling him on open account, trade acceptance or promissory note, what other 
forms of security can you use and under what conditions is it best to use each form? 


Instant reference to these and thousands of other answers In no other publication can you find some of the MANUAL’S 


to important credit questions is provided in the newly issued important features. For example, all the Bankruptcy Ref- 
1933 CREDIT MANUAL of COMMERCIAL LAWS. If you 


are concerned with credit, collection or sales work you will , eA oer 
find the MANUAL packed with vital legal information. All and counties of jurisdiction. Two invaluable sections sum- 
Federal and State laws are classified and interpreted for your marize State requirements covering Bonds on Public 
protection. Improvements and Misapplication of Construction Funds. 
Typical of MANUAL users is Mr. C. F. Acton, Collection Both articles are by Edward H. Cushman, Esq., of the 
Manager of the U. S. Slicing Machine Company, who says: Philadelphia Bar, an authority on building laws and legisla- 
“The MANUAL is of unlimited value to any man dealing’ ion The MANUAL ; h 1 h 
with credits or collections. There is not a book in my : m mene GP qe wnt of Ge 
library to which I refer more frequently, and I do not know Bankruptcy Law and a comprehensive treatise on Bulk 
of a single investment which has shown a greater return Sales. State requirements for claims against decedents’ 


erees in the United States are listed, with their addresses 


on my money.” estates are conveniently summarized. 


Don’t let legal difficulties trip you when you can have the MANUAL clarify them so quickly 
and so inexpensively. The price is only $4 postpaid. Send in your order AT ONCE. 


NATIONAL ASSOCIATION OF CREDIT MEN ONE PARK AVENUE, NEW YORK, N. Y. 
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quare dollars 





The most frequently used and most consistently 
abused word in our economic language is “dol- 

Wu lar”. The dollar as an entity is the basis of our 
monetary system. Our salaries and wages are 
measured in termé of dollars. We spend dollars, save 
dollars and invest dollars. Most of our waking hours 
are devoted to working with or working for dollars. 


Ask the average man to tell you what a dollar is 
and he will answer, ““One hundred cents in money.” 
If he hag studied economics he will probably tell you 
that the gold dollar, equal to 23.22 grains of pure 
gold, is the primary and basic unit of our monetary 
system. 


It may seem paradoxical to say that a dollar isn’t 
a dollar! A dollar is a unit of one hundred cents, 
but it isn’t one hundred cents in purchasing power. 
A dollar was worth 100 cents in 1913, 45 cents in 
1920, 72 cents in 1921, 59 cents in 1928, 80 cents 
in 1931 and is worth around 90 cents today. 


Our monetary system is based on this acrobatic, 
gyrating dollar. What a state of chaos our commer- 
cial system would be thrown into if ounces varied in 
weight, with an ounce being twice as heavy this 
month as it was three months ago! Our entire system 
of weights would be a hodge-podge. What a problem 
engineers would have in building bridges if inches 
fluctuated in length from week to week and month 
to month! We have a constant ounce and a mea- 
sured inch that never change, but we cannot expect 
to have a dollar that is stabilized to remain at one 
hundred cents in purchasing power value from year 
to year. If this were possible 90% of our national 
economic problems would be solved automatically. 


The best economic minds in our country have ad- 
vanced plans, theories and systems for stabilizing 
our wildly fluctuating dollar. I doubt that even in 
one or two decades the dollar can be stabilized so 
that it does not fluctuate more than 10% in pur- 
chasing power value. 


The behavior of the dollar can be clarified, how- 
ever, by dividing our unit of monetary exchange for 
purposes of illustration into two classifications—the 
round dollar and the square dollar. The round dollar 
is the active, working dollar that is paid in wages, 
spent in purchases and used in current trading and 
financial operations. The square dollar is not em- 
ployed in active business turnover. It is invested in 
equipment, production facilities, savings and securi- 
ties. Our economic system must be based and op- 
erated on both round dollars and square dollars. The 
trouble lies in the disproportionate ratio between 
round dollars and square dollars. We have far too 
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many square dollars, lying idle in congealed, un- 
productive purchasing power. 

Our country is staggering under a colossal burden 
of capital investments and fixed charges. Billions of 
round dollars have been diverted from the active 
stream of purchasing power and transformed into 
square dollars that are frozen in capital investments 
and fixed charges. One or two examples: There is 
an estimated excess investment in our gasoline dis- 
tribution system of one billion dollars. We have 71% 
more filling stations than we need. We have in our 
country today a shoe production capacity of 900,- 
000,000 pairs of shoes yearly. Yet as this is being 
written no less than five new shoe factories are under 
construction. Only a small percentage of the round 
dollars invested in these new factories will be pro- 
ductive. Several million more round dollars are be- 
ing transformed into square dollars. 

Our securities investment system is constantly 
transforming round dollars into square dollars.. Be- 
tween 1922 and 1929 over fifty billions were added 
to stock market values. Our people purchased stocks 
and bonds instead of commodities. Billions in round 
dollar purchasing power were congealed and frozen 
in square dollar sécurities investments. In a com- 
paratively short time over ten billion American dol- 
lars were scattered throughout the world. We will be 
fortunate to get back one-quarter of what we sent 
abroad. We are constantly perpetrating a huge joke 
on ourselves when we invest today’s dollars in bonds 
with a maturity date falling due in one hundred 
years. At least half of our round, purchasing power 
dollars that are transformed and frozen into square 
dollar fixed and long term investments eventually 
evaporate entirely. Instead of having billions in so- 
called frozen assets we have worthless paper-receipts 
for billions in evaporated assets. 

If our country is to keep moving economically we 
have to keep our dollars moving. Every time a round 
dollar is re-minted into a square dollar we add that 
much to our economic problems. 1933 is just around 
the corner. The deflation process has reached the 
end of its downward swing. There is marked im- 
provement in several trades and industries. Our 
psychological attitude has improved. The economic 
stage seems set for a progressive, profit-making per- 
formance. But if ill-advised business men build new 
factories instead of applying their round dollars to 
business turnover we will face an economic stalemate. 
Our major problem during the next two years is to 
keep the round dollars rolling in rapid, progressive 
business turnover. We must have working dollars 
instead of sleeping dollars. Square dollars are like 
square heads—they are never progressive. 









Tae PostaL TELEGRAM 


Send 
a “BOOK” of 
POSTAL 
TELEGRAMS 


when you would 
reach a number of 
people with a single 
message in a mini- 
mum of time. Just 
ask for a Postal 
Telegraph Repre- 
sentative. 


When 


THE 


COOLS ITS HEELS 


IN AN OUTER OFFICE 


Just because it is a Postal Telegram, the States and Canada...and because it pro- 
message you send by Postal Telegraph vides a record of every message for 
never waits in line...always “gets in”... future reference. 


always commands attention.. 


urges action.’ 


Use this potent psychology of the wire 


. always . ° ° 


Postal Telegraph is the only American telegraph 
company that offers a world-wide service of co- 
ordinated record communications under a single 


message to speed up your credit and col- management. Through the great International 


lection work. Use Postal Tele- 
gtaph because it is fast, accu- 
rate and dependable... because 
it puts you in close contact with 
80,000 places in the United 


System of which Postal Telegraph is 
a part, it reaches Europe, Asia, The 
Orient over Commercial Cables; 
Central America, South America and 
the West Indies over All America 
Cables; and ships at sea via Mackay 
Radio. 


INTERNATIONAL SYSTEM 


Commercial 3 all America 


Cables 


Cables 


writing to Postal Telegraph, please mention Credit & Financial Management 
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the bell 


Ringing the bell is the most difficult part of a 
collection campaign. In the following pages we 
present an outstanding series of articles concern- 
ing the collection angle of a Credit Department's 
efforts. Be sure to read each article . . . for "thar's 
gold in them thar bills." Let's get it out! Let's get 
the cash! 

One of the greatest evils in collection procedure 
today is the standardized routine of arbitrarily 
sending out a form collection letter to all accounts. 
Collections must be personalized and individualized. 

In order to write an intelligent collection letter 
you must know the paying habits of each customer 
to whom you send a letter. In order to get your 
money you must know how your customer is paying 
others from whom he is buying. You do nothing 
but waste postage and stationery if you send out 
a series of standardized, routine collection letters 
to accounts that are’ on the verge of failure. 

You must know the paying habits of each account 
with a majority of firms from whom that account 
is buying, if you are to write an efficient, result- 
getting collection letter. The only authentic source 
of paying performances of your customers is 
the Credit Interchange Bureaus of the National 
Association of Credit Men. 
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a compilation of business and 


Straws in the wind 


Blow hot, blow cold—the following straws indicate the strength 
and direction of the trade winds in recent weeks: 


BANK CLEARINGS: Bank clearings at 47 leading cities of the United 
States for the week ending November 16, totaled $4,282,934,000. This is 
19.2 per cent higher than the preceding week, but 31.5 per cent less than 
a year previous. After seasonal adjustment, these figures translate them- 
selves into a decline in the index compiled by Bradstreet's. This now stands 
at 37.3 per cent of the 1928-30 average, compared with 38.8 last week 
and 58.5 a year ago. Though the general tendency of the index over 
the past few months has been to move horizontally, the current figure is 
the lowest, with but one exception, recorded during the depression. 


BUILDING CONSTRUCTION: Building continues a dead industry. Its 
extreme inactivity during this year is told by the percentage drop of 
building permit values for ten months from the corresponding period of 
1931, also a depression year. This decline amounts to 67.1 per cent. Nor 
do the October figures offer much hope for a change in the general trend. 
The drop in that month alone for 215 cities was 66.1 per cent. from a 
year ago, and 14.2 per cent. from a month ago. 


BUSINESS FAILURES: Failures, according to Bradstreet's, continue to 
make the best showing witnessed since 1929. The week of November 10, 
with a contra-seasonal decline, produced only 415 defaults, 23 less than 
the preceding week. The adjusted index did even better, falling from 
108.6 per cent. to 96.9 per cent. of the 1928-30 average. This is the 
lowest figure recorded this year. With but one exception, it is lower 
than in two years. With only four exceptions, it is less than at any date 
since the end of 1929. Even more encouraging is the extent and dura- 
tion of the present decline. The high point of the index for the depres- 
sion was reached on August 4 of this year when it stood at 171.5. Since 
then it has fallen almost steadily for 14 weeks, to bring it to its present 
low point. No decline of this size or length has been recorded in the 
last three years. 


CAR LOADINGS: Loading of revenue freight for the week ended on 
November 12, which included Election Day, totaled 537,093 cars. This 
total was 55.86 per cent. of the average loadings for the corresponding 
week of the ten preceding years. 


COMMODITY PRICES: The Department of Labor's index number of 
wholesale commodity prices dropped to 64.4 per cent. of the 1926 aver- 
age in October, compared with 65.3 in September and 70.3 in October, 
1931. The decrease for the month was put at 1.33 per cent. and for the 
year at 8.33 per cent. 


GOVERNMENT: Every person in the United States is this year con- 
fronted with a cost-of-government bill of $116, the National Association 
of Manufacturers and the National Committee for Economy in Govern- 
ment revealed recently. The grand total for governmental costs, these 
organizations pointed out, will reach $15,000,000,000 in the fiscal year 
ending June, 1933, of which $11,000,000,000, or $85 per capita, will go 
for state and local expenses and $4,000,000,000, or $31 per capita, for 
Federal expenditures. This $15,000,000,000 government bill is equal to 
almost one-third of our present "depression period” national income of 
upwards of $50,000,000,000 and represents an increase of taxation of 
over 60 per cent. since 1921. 

BALANCE OF TRADE: The largest favorable trade balance for any 
month of the present year was announced by the Commerce Department, 
which said exports in October amounted to $153,000,000, while imports 
were $106,000,000, leaving a balance of $47,000,000. The department's 
tabulation showed that the foreign trade reached the low ebb for the 
year in July with $106,830,000 of exports and $79,421,000 of imports. 
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next page shows the changes in the 

physical volume of consumption 

goods and durable goods in this 
country each year since 1899. The 
data have been reduced to a per capita 
basis, and the total production in 1919 
is taken as being equal to 100. The 
generally increasing trend in the output 
of consumption goods over this 34 year 
period has been a relatively gradual 
one. The annual rate of increase up to 
1930 on a per capita basis has been 
less than one per cent a year, and if 
the allowance for increase of population 
had not been made the rate of increase 
would have been only about two and a 
half per cent per year. 

The increase in the output of durable 
goods has been much more rapid. On 
a per capita basis it amounted for the 
years up to 1930 to nearly two and a 
half per cent a year, and without al- 
lowance for population increase it was 
over four per cent per year. In the 
earliest years shown on the diagram the 
output of durable goods accounted for 
only about one quarter of our national 
production, while in the later years, just 
before the depression, it constituted one 
third of it. The reason for the differing 
rates of growth is that in a prospering 
country the population cannot rapidly 
increase its consumption of food and 
clothing and similar current goods, but 
it can rapidly add to its capital invest- 
ments in buildings, highways, automo- 
biles, and utilities. 


ee diagram at the foot of the 
& 


It is likewise true that even in times 
of depression the output of consumption 
goods does not decrease very sharply, for 
the people continue to wear out clothes, 
and both they and their domestic ani- 
mals keep on consuming farm products. 
It is the production of durable goods 
that is greatly curtailed during de- 
pressions, for in such times new con- 
struction, and the installation of indus- 
trial equipment, and the manufacture of 
railroad rolling stock and of motor vehi- 
cles can be postponed. 

The per capita production of durable 
goods will be much smaller in 1932 than 
in any previous years since 1899, and 













financial trends 


probably we should have to go back a 
good deal further to find smaller output 
figures. The restoration of normal 
business activity involves a large in- 
crease in the production of durable 
goods. New construction, increased 
buying by railroads, new industrial 
equipment, and much larger sales of 
motor vehicles are the most important 
elements in the opinion of the Cleveland 
Trust Company’s Bulletin. 

Will the enormous credit facilities 
now provided by the Federal Adminis- 
tration help us to acquire the much 
needed purchasing power? For the first 
time since 1928, practically all the busi- 
ness indicators have shown normal sea- 
sonal stimulus, although at levels below 
those of the previous year. 

We cannot expect any decided and 
sustained long-period upward trend un- 
til indications are more favorable than 
they are at present for a definite resto- 
ration of purchasing power to the farm- 
er, the factory and office worker and to 
those people abroad who were formerly 
our foreign customers. These are prob- 
lems which the government will face. 
Their solution involves matters which 
cannot be adjusted solely by remedial 
legislation and treaties. More and more 
we are coming to realize that self-pres- 
ervatic 1 of business, industry, and fi- 
nance demands concerted as well as 









thermometer: 


Charts by Cleveland Trust Co. (below), Dept. of Commerce (right). 1923-25100. 
PER CAPITA PRODUCTION 


1919=100 


IIIT TTT TTT TTT TTI Tit tt, 
fieaes oa eee Dial YZ. 





and indications —_suswess noes 
































CPt 
individual action in the direction of ACE PE 
creating this vitally essential higher pur- mo TCP RAAT TS 


Joldededobakaeiied 


chasing power. 


A considerable amount of new pur- 
chasing power will be created by the 
pay rolls connected with the activities 
provided by the numerous credit agen- 
cies already established. The main pur- 
pose of these agencies has been to ease 
the flow of credit from banks and other 
institutions to borrowers who will use 
the borrowed funds for making more 
business, says the La Salle Business Bul- 
letin. 

In order fully to appreciate the ex- 
tent of these credit agencies, it will be 
well to summarize them briefly: 

1. Direct loans authorized by Fed- 

eral Reserve Banks. 

2. The National Credit Corporation 
(now in process of liquidation). 

3. The Reconstruction Finance Cor- nis 
poration, with potential credits of 
$3,800,000,000. 

4. The amendment to Section 13 of 
the Federal Reserve Act authoriz- 
ing currency expansions in na- 
tional bank notes secured by Gov- 
ernment bonds to the extent of 
$1,000,000,000. 

5. The home loan bank system with 
$136,000,000 capitalization and 
possible credits of a billion dol- 
lars. (Continued on page 41) 
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| Collect— 


with a club! 


@ “Join our club to pay your bills”. . . 
a novel collection idea that brought results. 


Like many other well-known and 
oft-believed statements, there is 

Mv only a half-truth in the sentence, 

“[’ll fight it out on this line, if it 
takes all summer”. 

Actually that was not done. Gen- 
eral Grant made the remark when the 
Union Army was to the north of Rich- 
mond. He captured the city by swing- 
ing to the south and taking es 
first, then Richmond. 

Here follows a letter from Mr. E. I. 
Evans, Credit Manager of the Mitchell 
Wholesale Grocery and Fruit Co. of 
Mitchell, S. D. It is a fine example of 
a strategic shift in tactics to gain an 
end—in this instance, the collection of 
hard-to-get accounts due but uncol- 
lectible. 

“We have noticed many letters pub- 
lished during the past year in CREDIT 
AND FINANCIAL MANAGEMENT, many 
of them very helpful in some particu- 
lar line of business. This is very con- 
structive work, we believe, this giving 
of ideas, which have produced results, 
to any others who might wish to adopt 
them. For that reason, we are submit- 
ting our idea for the year 1932, which 
has been, as you know, a bad one in 
this section of the country in the field 
of collections. 

“On January ist, we formed our 
1932 Prosperity Club, selecting as mem- 
bers, all accounts which were habitually 
slow and past due, together with ones 
which were what we called practically 
dead, due to their being unable to se- 
cure any additional credit. 

“We have included one of the en- 
velopes on the idea to show the actual 
set-up and size. You will note that the 
idea conveys the weekly payment of 
current items, plus some small amount 
on the old account, and, in this man- 


ner, automatically keeping the account 
current. 
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““We stress the club idea starting with 
numbering of cards, possibly at one 
hundred or two hundred to convey to 
the party we were signing up the idea 
that he was one of the many delin- 
quents. We have issued several bulle- 
tins addressed from the 1932 Prosperity 
Club and sent to the members only, 
from time to time, along lines of finan- 
cial matters which, we believe, to be 
helpful to them. 

“All payments made on the old ac- 
count are endorsed on the back of the 
envelope and this same envelope is sent 
with the salesman or direct by mail to 
the party, along with the statement of 
current items each week. 

“It became necessary to add many 
customers to the plan, along about July 
Ist, so that we made up new envelopes 
and have changed the name of the club 
to the 1932 Credit Extension Club and 
a circular letter on this is also enclosed. 

“We have received inquiries from 
many sources on this idea and we, there- 
fore, feel that it might be of some in- 
terest to all of our good friends in the 
association, and we offer it for what 
it is worth.” 

And here is the letter the prospective 
1932 Credit Extension Club members 
received: 

“The Prosperity Club Plan of pay- 
ment has worked out so successfully in 
the majority of cases that our finance 
committee, at a special meeting July 
27th, decided to extend the special bene- 
fits of this plan to include every ac- 
count on our ledgers as of August 1st, 
with whom we are carrying a past due 
balance. This necessitates setting up 
a separate bookkeeping arrangement 
and, in order to take care of it properly, 
we are submitting new envelopes “The 
1932 Credit Extension Club” showing 
the corresponding past due amount as 
of August Ist. 


DECEMBER, 1932 


“We ask that the envelope be com- 
pleted with your signature this week 
and returned with proper payments in 
order that all may start at the same 
time. The details of the plan are al- 
ready familiar to many—and for those 
that have not been members before— 
our salesmen will explain it fully when 
he calls, if you so desire. 

“The primary purpose of this plan, 
of course, is to secure our rightful share 
of your business while still allowing you 
to reduce your past due obligations in a 
very liberal manner. The only other 
recourse left to us is to close the open 
account and institute action to collect 
in full at once. For this reason the 
committee feels that due to the above 
liberal offer that we insist that both 
current and club payments be made 
each week without fail. If for any 
reason you wish to pay the past due 
balance in full at this time, please re- 
turn the envelope unsigned with your 
remittance. 

“Please be fair enough to assist us to 
assist you. We are confident that by 
working together on the above plan, 
both parties will successfully work out 
this individual account, to our mutual 
benefit.” 

That this plan is working success- 
fully is evidence of the full truth con- 
veyed in this little-known sentence 
written by Lord Thomas Babington 
Macauley: “It.is the taste of the fish, 
not that of the angler, which determines 
the bait you shall use”. 
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Preachers, even the best of them 
unfortunately, do not always prac- 
lu tice what they preach. Quite con- 

tent with propounding the correct 
procedure to others some of them are 
prone to deviate from paths they have 
set as proper, and become thereby hor- 
rible examples of futility. 

It so happens that this is a different 
kind of story. 

For many years Postal Telegraph has 
been preaching the efficacy of the tele- 
gram for collecting over-due accounts. 
Researches were conducted tending to 
prove the case conclusively that re- 
luctant payers can be brought into line 
at low cost and that mattress mora- 
toriums can be nullified by judicious use 
of the telegram, described only recently 
by E. Don Ross, President of the Na- 
tional Association of Credit Men as “‘a 
money-getting instrument that the 
money-getting credit department must 
utilize.” 

Not content with study, with preach- 
ing, nor even with the very satisfying 
sensation of watching the vast number 
of collection telegrams we handle, in- 
crease daily, we take our own medicine 
ourselves. 

Naturally with thousands of offices 
throughout the country capably man- 
aged by our representatives who can 
and do when necessary make repeated 
personal calls on delinquent customers, 
our case is not average by any means. 
We are, moreover, proud of the fact 
that we have never presented tele- 
graphed collection messages as a panacea 
for collection problems. We ourselves, 





as part of its collection 


Postal Telegraph-Cable 





begin collection procedure with a per- 


*’ sonal call, we follow with a letter, and 


‘then we close and collect from the slow- 

lest with a carefully worded telegrgam. 
_ And, when for the purpose of this 
article I discussed our own credit prob- 
lem with Mr. C. H. Strickland, Assis- 
tant Comptroller in charge of our 
credit department, I was proud to learn 
that only three-tenths of one percent of 
all our bills are uncollectable. 

“Our wide-spread use of final tele- 
grams to collect delinquent accounts 
should receive its full share of credit 
for this record”, Mr. Strickland told 
me. 

From this conference with Mr. 
Strickland, I returned with more con- 
fidence than ever to the file of our most 
recent investigation into results obtained 
by collection departments, the managers 
of which are utilizing our telegraph 
services to bring in long over-due cash. 

The statement of Mr. Ross, now an 
outstanding Credit Manager in Port- 
land, Oregon, who was formerly asso- 
ciated with Postal Telegraph, heads the 
list of those who in recent weeks have 
endorsed telegrams as effective collec- 
tion agents. 

“Modern credit management demands 
and requires the use of the telegram in 
collection procedure”, begins the com- 
manding statement by Mr. Ross. 

“We can no longer believe the old 
idea that telegrams are expensive to use 
in collection work. The telegram is 
really a time and money saver because 
it brings quick results and stresses the 
imperative need for immediate action. 

“Telegrams are particularly efficacious 
in collecting past due accounts from 
chronically slow debtors. In my own 
business and throughout my many 
years of experience in the National As- 


@ Taking its own medicine ... and 
liking it, thank you! . . . Postal 


Telegraph uses its own wire service, 


by CLINTON B. ALLSOPP, Vice Pres., 
Company. 


system. | 













sociation of Credit Men, I have found 
the telegram indispensable to collection 
effectiveness and efficiency. When your 
debtor receives a telegram, he knows 
you mean business.” 

The words of Mr. Ross are echoed 
by other credit men with whom we have 
consulted in order to mould our service 
through correct usage into the money- 
getting instrument we know it should 
be. What is necessary, all tell us, is 
the composition of the proper type of 
message, worded according to the char- 
acter of the customer to whom it is 
addressed. 

There is, for instance, a business dan- 
ger in using threatening language in a 
collection telegram to a small town 
business man, but you can be and many 
credit men frequently are, extremely 
hardboiled, if you will pardon the word, 
in telegrams sent to delinquents in met- 
ropolitan centers. 

A second conclusion established 
after a comprehensive test recently con- 
ducted with the cooperation of a group 
of experienced credit managers is that, 
as in the case of collection letters, it 
pays to develop a series of collection 
telegrams addressed to slow payers. 
These credit managers, after a fair trial, 
agreed that it proved profitable to send 
at least three telegrams before placing 
an account for collection. The three 
telegrams were not sent until the regu- 
lar series of form letters had been 
despatched and the creditors were pre- 
paring to take some drastic action. Ex- 
perience proved that the second tele- 
gram collected a considerable number 
of accounts which otherwise would have 
been placed in the hands of lawyers, 
while the third telegram in ninety-six 
out of a hundred test cases cleaned up 
the indebtedness. (Continued on page 40) 
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| Pressing collections 


&Easy payment plans do 


easy collection plans .. . 


not mean 


an aggres- 


sive, efficient follow-up is essential 


by J. E. BULLARD 


Fully aware that the success of a 
concern, selling its product on an 

Mi easy payment plan, depends upon 

the system used in following up 
collections, Pantex Pressing Machine, 
Inc., Pawtucket, R. I. has developed a 
system which works with an extremely 
high degree of efficiency. This com- 
pany manufactures and sells a pressing 
machine developed by its engineer, 
Herbert G. Beede. The machine is sold 
to clothing manufacturers, cleansing 
companies, laundries and tailors. The 
machines are in use by the small neigh- 
borhood tailor and also in batteries of 
a hundred or more by concerns doing 
a large amount of clothes pressing 
work. 

There are ten branches scattered 
throughout the United States and it is 
necessary to watch and follow up col- 
lections in each of these branches. The 
factory office must always be informed 
in regard to just what the collection 
situation is. There must be data enough 
available to indicate whether or not it 
is desirable to refinance any given cus- 
tomer, making the payments smaller 
and extending over a greater number 
of months. There must be enough to 
indicate when it is necessary to repos- 
sess the machine in order to avoid loss 
to the company. 


The collection system is based upon a 
collection record kept on cards six by 
ten inches in size filed in visible filing 
cabinets. There is a collection card at 
the factory office for every account of 
the company and each branch has a 
record of each customer in that branch. 


This card has been changed from 
time to time as experience indicated that 
certain changes were desirable. The 
present card used has space for the fol- 
lowing information at the top: Name. 
Address. City. State. Contract No. 
Model. Machine No. Equipment. Notes 
Received. Contract Date. Due Date. 
Sales Price. Allowance. Balance. Al- 
lowance covers make, model, No. How 
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long in present location. Partnership 
or corporation. Experience in this busi- 
ness. New Customer, if not, When sold 
before. Previous Record. Credit Re- 
port From. Reviewed by. Remarks. 
The special data in regard to the cus- 
tomer has become more and more im- 
portant since 1929 for the reason that 
so many with little or no experience 
have set themselves up as tailors. Ob- 
viously a man who has been in busi- 
ness at the same location for five, ten 
or fifteen years is a better credit risk 
than a man who is just starting in busi- 
ness with no previous experience. Many 
men who have found themselves out 
of employment have started in business 
since 1929 and not all of them have 
entered the line of business in which 
they have had the most experience and 
accordingly are most likely to succeed. 
Therefore, on the collection card it has 
been found desirable to fill in the special 
information in regard to the customer. 
The collection record covers the 
lower part of the front of the card and 
all of the back, there being lines enough 
on the new cards for eighteen notes. 
One column is used for the old balance, 
the next for the date. The following 
column has the contract number on the 


top line, the first payment and the down 
payment on the next two lines and the 
rest of the lines are numbered with the 
numbers of the notes due. All the data 
in this column except the contractor 
number is printed on the card. The 
next column gives the amount of the 
notes and this is also printed, different 
cards being printed with different 
amounts so that there is a printed card 
available for each of the usual amounts 
covered by notes. The column next 
the amount column is for date paid, 
the next for the credit, the next for 
balance. Following this is the interest 
due column in which the interest is 
printed. Then comes the back interest 
column, the interest paid and the in- 
terest balance. There is a column for 
remarks and one for checking the notes 
paid. 

This card goes into a pocket in the 
filing case but in front of a sheet kept 
permanently in the pocket and which 
carries the name and address of the cus- 
tomer. Colored tabs are used to indi- 
cate certain facts about the account. 
For example a red tab indicates no pay- 
ment in three months, a purple one that 
the account is in the hands of an at- 
torney, a green one, paid this month, 
a yellow one that first or second pay- 
ment not paid when due. Cards are 
made out for new customers and pay- 
ments posted on old cards daily. 

Special attention is given to the first 
and second notes for the reason that 
before these are paid a customer may 


"Each month there is a complete analysis of all accounts." 
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“For speed and accuracy a bookkeeping record card is employed." 


not have paid so much on the ma- 
chine that he will make every effort 
to continue to keep up his payments. 
Accordingly, in the case of all the first 
and second notes that are not paid on 
the day due, a slip goes to the manager 
the next day giving the name of the 
customer, the date, the contract num- 
ber, and a notation as to whether the 
first, the second or both first and sec- 
ond notes have not been paid. 

In the case of all accounts that are 
overdue triplicate slips are made out, 
one for the salesman or collector, one 
for branch office and one for the fac- 
tory office. A sheet eight and a half 
by eleven inches provides three slips, 
the sheet being perforated so that it 
can be easily and quickly divided into 
three parts. This is done to speed u 
the typing of the slips. 

These slips give the name and ad- 
dress of the customer, the account 
number and the date. The date of past 
payment, the due date of the last note, 
the number of notes past due, the value 
of the past due note including interest 
and the balance due on the principal. 
It also gives instruction in regard to 
action to take such, for example, as re- 
financing on easier terms or other ac- 
tion that may make it possible to make 
collections. 

On the salesman’s copy there is space 
for the dates called on customer, pay- 
ments promised and if no money col- 
lected, the reason why. The branch 
office copy which must be filled out and 
returned to the factory office has a 
space for the name of the salesman who 
called on the customer, the salesman’s 
reason why payment was not received, 
how many times the salesman called, 
Promises if any made, what recom- 


mendation the branch manager has to 
make. The report of the branch is 
then acted upon at the factory office, 
the factory copy of the slip having in 
the meantime been filled back of the 
customer’s collection card. 

On the first of each month a com- 
plete analysis is made of all the ac- 
counts. This is made by number of 
accounts and dollar values. It shows 
the total for the accounts on which no 
payments have been made in _ three 
months, the notes that mature during 
the month, how much on one, two and 
three months overdue has not been paid, 
etc. This is done by branches and by 
the accounts in the main office. 

As both speed and accuracy are 
necessary in making this analysis a 
bookkeeping record card is used for the 
purpose. This is a card eight and a 
half by twelve and a quarter inches in 
size. The top of the card has space for 
the name and address of the customer, 
the contract number, the model, the 
machine number, equipment, contract 
date, trial period, allowance covers, 
salesman, territory, remarks. The rest 
of the card is divided into twenty-five 
spaces, one and five-eighths by two and 
an eighth inches in size. Each space has 
a date column, an amount due column 
and an amount paid column as well as 
seven horizontal lines. The first space 
is for the sales price, the second the 
allowance, the third the down pay- 
ment, the fourth the first payment due. 
The remaining spaces are numbered 
with large outlined figures from one to 
twenty-one. The object of this card 
is to provide a picture of the account. 
There is space enough so that payments 
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that do not cover the -full note can be 
entered on separate lines. The date due 
and the amount due appears at the top 
of each space. From this card the an- 
alysis is quickly made. 


The procedure is to first punch tabu- 
lating machine cards in quantity for the 
following different amounts; $10, $15, 
$20, $25, and $30. These five different 
cards cover most of the amounts called 
for in tabulating. They are arranged 
in five different piles in front of a girl 
at a desk. Another girl reads off from 
the bookkeeping cards. The first girl 
makes a record of the number of ac- 
counts according to each class and also 
sorts the tabulating cards into proper 
piles for tabulating the dollar value. As 
soon as the accounts of one branch have 
been gone through, the tabulating cards 
go to the machine which does the add- 
ing automatically. This system has been 
found to be the quickest and the most 
economical method of making this 
classification. It has also been found 
that the errors are reduced to the min- 
imum. In front of the girl who does 
the sorting of the tabulating cards there 
are slips of paper on which are written 
.She selects the 
proper card and places it back of the 
proper slip building up a pile at each 
slip as she progresses. It becomes largely 
a mechanical process. The arrangement 
of the bookkeeping card is such that 
the minimum of reading has to be done 
and this both speeds up the work and 
reduces errors. In the few cases where 
the amounts are such that the punched 
cards do not give the right amounts the 
amounts are noted, on slips of paper 
and from these special cards are 
punched. 


In doing the actual collection work, 
personal contact has found to be the 
most effective. That is why salesmen 
are used to follow up collections, rather 
than depending upon collection letters 
to any degree. In the more densely 
populated sections, however, collectors 
are employed because it is not consid- 
ered good policy to keep the salesmen 
too busy at collecting when they might 
be devoting their time to securing new 
business. Where the territory covered 
by a branch is of such a nature, how- 
ever, that collectors cannot be effici- 
ently employed, the salesmen do the col- 
lecting work as well as the selling. 


Keeping in close contact with the 
customers is considered so important, 
that each month, Robert J. Beede, gen- 
eral manager of the (Cont. on page 38) 
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Insure to ensure | 


@ An ensured institution is but the lengthened 
shadow of an insured man. 


a Fire insurance protects capital .. . compen- 
sation insurance guards labor . . . life insurance 
ensures business life, in case of death, by 


insuring business brains. 


by FRANK L. LANE, Representative, 


The Connecticut Mutual Life Insurance Co. 


ject to many people—on the other 

hand it is something quite new to 

a large number of business men and 
women, the result of the great struggle 
of the past few years. 
will be treated, therefore, as though it 
were an entirely new idea, for it is the 
belief of the writer that this is de- 
cidedly true in view of the many new 
applications now being made to an old 
subject. 

Dr. S. S. Huebner, the outstanding 
authority on life insurance and the Dean 
of the Wharton School of Finance of 
the University of Pennsylvania states 
that “business insurance is in reality 
‘family insurance’ because of the fact 
that the ultimate goal behind the project 
is to’ keep the business intact so that it 
will be passed on to the family, in the 
best condition, at the death of the head 
of both institutions”. 

It is quite natural that one would 
want to keep business insurance in a 
separate entity from personal protec- 
tion, but on the other hand, they should 
both be handled with great care so as 
to give the maximum protection to the 
beneficiaries. I have found in past ex- 
perience, that in order to sell business 
insurance, it is more important to have 
an understanding, (and a thorough un- 
derstanding at that) of the problems 
of the business involved than a knowl- 
edge of the insurance. Therefore, from 
the standpoint of you, Mr. Buyer, it is 
not important for you to have a great 
knowledge of life insurance but it is 


in insurance is an old sub- 
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very important to see that all phases 
of your business problems are securely 
protected because of the fact that prac- 
tically any type of insurance will give 
ample protection. I might say at this 
point that probably the worst form of 
protection to buy is term insurance be- 
cause of the fact that it runs out at 
the end of a stipulated number of years 
at which time the health of the insured 
might not permit the reissue of the 
policy, in addition to the fact that 
there is nothing available in the form 
of cash values... . this statement holds 
in spite of the fact that the low prem- 
ium might have a great appeal to the 
buyer at the moment. 

The most popular coverage, of course 
is ordinary life, sometimes known as 
“straight life” ‘“‘annual premium life” 
or “endowments at ages 96 or 85”. An- 
other form frequently used where a 
sinking fund is required to supply 
money to call a bond issue or to pur- 
chase new equipment is 5, 10 or 15 year 
endowments, which in spite of the high 
premiums involved show the greatest re- 
turn per dollar invested. Life insurance 
is needed by the sole proprietorship, the 
partnership and the corporation. The 
most popular reasons for buying it are 
for replacement of values of important 
men, to stabilize credit, to liquidate 
loans, for various sinking fund purposes 
as previously mentioned, and to pur- 
chase interests of either surviving part- 
ner or minority stockholders. 

If you will study chart one you will 
see why life insurance is needed in the 
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average business. Let us assume that 
our organization is capitalized for $100,- 
000.00 and has an annual net profit of 
$30,000.00; which I feel is an average 
case even in these days. If the capital 
is invested at 6% it will yield $6,000.00 
or 20% of the net profit. The balance 
of the net profit, $24,000.00 which is 
80% of the net profit, must therefore 
come from the brains of the institution. 

Any business is divided into three 
parts—capital, labor and brains. Cap- 
ital is. protected from the fire hazard 
by fire insurance; labor is protected 
against the accident hazard by compen- 
sation insurance and brains must be pro- 
tected from the most permanent and 


therefore must be protected by ample 
life insurance. As the chart states, “If 
you had a machine responsible for 80% 
of your profits, you would insure it” 
and since your brains are responsible for 
this large portion of the success of the 
business, life insurance is a necessity.” 

Many instances are known to men in 
the life insurance business, where life 
insurance saved the firm from the rocks 
and in numerous cases left it in even 
better condition than before death 
struck. A well known shoe firm on the 
West Coast was built up by its presi- 
dent through his personality and knowl- 
edge of the business. They floated a two 
million dollar bond issue some years ago 
and purchased at the same time, an 
equal amount of ten year endowment 
insurance which was to be used as a 
sinking fund to call the bonds at the 
end of that time or upon the prior 
death of the president. Two years after 
this insurance was placed, the president 
was killed in an automobile wreck and 
the insurance claim was paid. The 
bonds were called, leaving the company 
free and clear of its obligation, the 
credit of the business was in no way 
effected and the company having the 
money from the original sale of the 
bonds, had ample funds to carry on un- 
til another man was obtained to head 
its organization. 

When the Roxy Theatre in New 
York was opened several years ago, in- 
surance was purchased on the life of 
S. L. Rothafel to protect the investors 
in the event of Roxy’s death before he 
could get the theatre on a sound work- 
ing basis. When the Lord Baltimore 
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Hotel was built in Baltimore, Md., in 
1927, over a million of insurance was 
taken out on Harry Busick’s life. In 
1930 Mr. Busick was killed in an auto- 
mobile accident and the insurance was 
used to retire the first preferred stock 
and the common stock immediately 
acquired a market value of some $55 
per share. 

Chart two will show the actual 
workout of business insurance protec- 
tion. You will note that while the in- 
sured people are alive, it protects the 


CHART NO.I. 


CAPOSED TO FIRE HAZARD 





business by strengthening credit at the 
bank and with the trade; creates confi- 
dence with both the bank and trade and 
creates a sinking fund for use in finan- 
cial emergency. It must be remembered 
that the cash values of business insur- 
ance policies do not have to be shown 
on financial statements, and they are 
therefore a hidden asset, available at a 
moment’s notice without any red-tape 
procedure. Upon the death of the in- 
sured, business insurance supplies funds 
for the successor—(either a surviving 
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partner, minority stockholders or in the 
case of a sole proprietoship, a son)—to 
carry on the business; supplies funds to 
liquidate loans, pay outstanding bills 
and to buy out the decendent’s interest 
from his heirs or estate. On the other 
hand it protects the decedent’s interests 
by providing the cash for the payment 
of the full value of his share of the 
business and it leaves the business in a 
sound financial condition so that it can 
be liquidated, if necessary, at a high 
market value. If the market happens 
to be low at the time of death, the 
business can be held until conditions 
improve, thus eliminating a forced sale 
which never brings anything near the 
actual worth of a business. 

This brings us to a very important 
point on the subject. Frequently men 
have assigned their interest in life in- 
surance policies to banks, creditors, or 
to their business. Where this is done, 
it must be handled by absolute assign- 
ment and it is important to remember 
the following: 

1. To make certain that no previous 
assignment has been made and that the 
insured is the owner of the policy. 

2. The loan or indebtedness, should 
not be greater than the cash value and 
accumulated dividends. 

3. Arrangements should be made for 
the payment of future premiums. 

4. An assignment by the insured 
does not transfer his right to change 
the benefit in the future unless a power 
of attorney is given in the assignment 
or a note evidencing the debt. 

The mere transfer of beneficiary in- 
terest by the usual procedure of chang- 
ing the beneficiary is not satisfactory, 
for the reason that in the majority of 
states the cash values are protected from 
creditors and are the property of the 
beneficiary, in their entirety. This is 
true of all states except Alabama, Cali- 
fornia, Idaho, Maryland, Mississippi, 
Montana, Nevada and Utah; which 
states have limited the exemptions by 
stipulating the amount of insurance 
purchasable by sums varying from 
$250.00 to $1,000.00 and in the case 
of Mississippi, the exemption is limited 
to $10,000.00 of life insurance. Nat- 
urally in these states—(and these ex- 
emptions apply only to the cash values 
of personal life insurance)—creditors 
exempt the newest (Cont. on page 38) 
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r. 2. , He got the cash! 


A correspondence comedy 


by TOM KIZER, 


The humorous aspect, which a 
S dogged correspondence to collect a 
ly small sum can assume, is exempli- 
fied in the following series of let- 
ters between debtor and creditor over a 
year period: 
E. J. Langborn Engineering Co. 
665 East St. 
Oscala, Ia. 
Dear Sir: 


May we remind you that we have 
not been favored with a check to cover 
February and March account, totalling 
$63.57. 


Thanking you 

promptly, we are, 
Very truly yours, 

THE ALBRIGHT Co. 


The Albright Co. 
63 Lake Ave. 
Chicago, IIl. 
Gentlemen: 

Answering yours of the 20th inst., 
will advise that collections have been 
very poor. Will try and get to you 
next month with check in full. 

Sincerely yours, 
E, J. LANGBORN. 


for favoring us 


Dear Sir: 

Approximately one and _ one-half 
months have elapsed since receiving 
your assurance that we might anti- 
cipate your check in full for the bal- 
ance of $63.57, but up to the present 
writing the status of your account re- 
mains unchanged. 


We have purposely delayed urging 
you for payment in recognition of your 
comment concerning collections in your 
territory, and we hope you will now 
indicate your appreciation of our lib- 
eral attitude by depositing check in the 
mail promptly upon receipt of this 
letter. 

Gentlemen: 


Collections aren’t any better than 
when I last wrote you but I am manag- 
ing to enclose check for $13.57 which 
will reduce the bill to $50.00, and will 
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endeavor to pay this off as rapidly as 
possible. 
Dear Sir: 

We are exceedingly disappointed to 
find that the decidedly old balance of 
$50.00 previously referred to on sev- 
eral occasions has not been accorded 
the attention which we think it should 
now have. 

The amount involved is not so large 
as to occasion any further hesitancy on 
your part to accomplish liquidation by 
return mail remittance. 

The auditors will very shortly take 
possession of our books and naturally 
we want to avoid the severe criticism 
which would surely result were we to 
continue to longer carry this charge. 
Dear Sir: 

Approximately three months have 
elapsed since our last letter urging set- 
tlement of your old balance. 

The time has arrived, Mr. Langborn, 
when it would seem thoroughly unrea- 
sonable for you to expect us to carry 
this small balance any longer and you 
should now recognize our indulgence 
with a check for $50.00 without the 
necessity of any further urging. 
Gentlemen: 

I have yours of last February 6 rela- 
tive to the balance of $50.00 still due 
you. I- must ask you to pardon my 
long delay in answering. I wanted to 
wait until I could remit, before writing 
you. Enclosed you will find $10.00, 
reducing the balance to $40.00 and I 
will make further payments along as I 
am able. It isn’t a question of the de- 
sire to pay; it is the ability. I am doing 
all I can and appreciate your considera- 
tion. 

Dear Sir: 

Your remittance of 
acknowledged with thanks. 

We appreciate you are having a hard 
row to hoe in your financial difficulties 
and it has probably occurred to you 
more than once that we have shown a 
sympathetic attitude by accommodating 
you with additional time in which to 
readjust your finances. 

We do wish you would beg, borrow 
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$10.00 is 


or otherwise honorably acquire $40.00 
to clean up the balance of your account 
before September Ist. We frankly be- 
lieve you are not putting forth your 
best efforts to accumulate the sum nec- 
essary to do so. 

Our file on this subject is really be- 
coming bothersome in its repeated han- 
dling, and we ask you to be impressed 
with the necessity for immediate ac- 
tion. The amount is very nominal and 
the time afforded to provide settlement 
should insure its discharge without fur- 
ther solicitation. 


TELEGRAM (September 15) 
IMPERATIVE WE HAVE IM- 
MEDIATE REMITTANCE IN 
FULL YOUR ACCOUNT 

Gentlemen: 

I have your telegram of last month 
relative to my account. If I had money 
to answer telegrams I would have money 
to pay the account. I also have your 
letter of August 15 in which you 
frankly state that you don’t believe I 
am trying to settle up this small mat- 
ter of $40.00. Believe me I never had 
a bill of that small amount before that 
has bothered me half as much, and if 
I could do so I would certainly get it 
off my chest. You don’t seem to have 
ever been harshly acquainted with the 
fact that on occasion $40.00 can be 
as difficult to get hold of as forty 
thousand. 

I have one of your machines along 
with additional equipment purchased 
from you that totals in all over $5,- 
000.00 and you raise more hell over 
this little $40.00 balance, when things 
get tight and we are not making a 
nickel, than a church deacon at the 
bedroom scene of his daughter’s down- 
fall. 

I am going to place some of my per- 
sonal property on the market shortly 
and will then attend to this $40.00 
item along with many others that 
should be taken care of. 


Dear Mr. Langborn: 

We are very sorry indeed that our 
telegram of September 15th and the 
several letters preceding it aroused your 
ire. 

You may be sure we haven’t the 
slightest desire to make life miserable 
for you under any (Continued on page 41) 
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Rimes 


by PAUL HAASE 





Tom, Tom, the debtor’s son, 

Ordered goods but paid for none, 
Sold them (for he was not dumb) 
Skipped to Europe to have his fun. 





Peter, Peter, small store keeper, 
Had a wife and couldn’t keep her 


In the style accustomed to— 
So he ran his bills past due. 


Jack and Jill, they do us ill. 

They want what’s not their due. 
They take off discounts 

From o’er-due amounts. 

We don’t think it’s fair, do you? 


the times 








Debtor Carey, quite contrary, 
We know your payments go 

To other accounts 

Of equal amounts— 

Then why do you pay us so slow? 


Mr. Faker met Mr. Trader 
On a summer’s day. 

Said Mr. Faker to Mr. Trader, 
“Trust me—soon I'll pay.” 
Said Mr. Trader to Mr. Faker, 
“Show me first your penny.” 
Said Mr. Faker to Mr. Trader, 
“Indeed, I haven’t any.” 


Look here, Mr. Mayer, 

(a quite careless payer) 

Your credit can’t help but fall, 
You used to wait full 60 days— 
Now you don’t pay at all! 





















Forecasting credit 


the bringing into existence of a 

contract which provides for the 

transfer of title to goods or the 
performance of service in return for a 
promise to pay money or its equivalent 
at a specified date in the future. The 
fact that this contract is not to be dis- 
charged until some future time places 
upon the credit man the responsibility 
of determining the ability of the appli- 
cant to pay at a future date. This ele- 
ment of futurity which exists in all 
credit transactions causes to devolve 
upon the credit executive the ability to 
forecast credit responsibility. His fit- 
ness to determine the applicant’s ability 
to discharge his obligations at maturity 
is directly proportional to his capacity 
as a credit man. 

The majority of our credit men deal 
with transactions which mature within 
ninety days. Because of this, based no 
doubt upon the assumption that pecun- 
iary strength does not normally change 
greatly during ninety days, they have 
developed the habit of basing their con- 
clusions largely upon the risks stand- 
ing at the date of application, rather 
than upon a projected picture of his po- 
sition at the date on which payment 
is to be made. It seems to the writer 
that an accurately projected picture of 
ability to discharge an obligation upon 
the agreed date is of vastly greater im- 
portance than the determination of 
ability to pay at the date of applica- 
tion. 

A great amount of our present finan- 
cial trouble could have been eliminated 
had those responsible for entering into 
contracts which involved extensions of 
credit based upon open accounts, notes, 
mortgages, bonds, stocks, and other se- 
curities been able to determine the abil- 


my acceptance of credit involves 


@ Accurate forecasts of paying ability imply 
knowledge of finance, statistics, economics, 
and human behavior . . . taking a chance on a 
“lucky star’ has no place in credit analysis. 


by F. H. MILLER, Guardian Trust Co., Cleveland, Ohio 


ity of the parties assuming the liabili- 
ties to discharge them in accordance 
with terms. 

To forecast even with reasonable ac- 
curacy the ability to pay implies a 
knowledge not only of finance and hu- 
man behavior but also a_ thorough 
knowledge of economics and statistics. 
The requirement of a thorough under- 
standing of the two latter mentioned 
subjects is not asked of most of our 
credit men. 

An understanding of the economic 
laws which produce changes in com- 
modity prices which in turn imply 
changes in the value of the dollar and 
the statistical formulae by which the 
extent of the changes are determined is 
of vital importance where the credit in- 
volved extends over other than a very 
brief period of time. 

If the foregoing statements with ref- 
erence to the desirability of forecasting 
credit responsibility, which involve a 
knowledge of economies and statistics 
in addition to an understanding of 
finance and human behavior, are true 
then our conclusion naturally must be 
that all credit men should be possessed 
of the knowledge previously outlined. 
Leading credit men, however, recognize 
the fact that a great many men en- 
gaged in credit work do not have the 
perseverance and initiative or perhaps 
do not have the opportunity to equip 
themselves with the information sug- 
gested. In order te hurdle this handi- 
cap, there have been developed short- 
cuts to credit analysis which corre- 
spond to our present popular Outlines 
of History, Outlines of Science, Stories 
of Philosophy, etc. These shortcuts are 
valuable but, due to the fact that they 
have a tendency to create a habit of 
thought which travels from conclusions 
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to causes rather than the scientific habit 
which travels from fact to conclusion, 
often expensive errors are made. 


It is quite definitely determined that 
a request for credit should not be re- 
fused or approved until a thorough ex- 
amination of the applicant’s character, 
his capacity, and his capital has been 
made. Character from the point of 
view of the credit man may be defined 
as the will to pay; capacity is the ability 
to do that in which one is engaged suc- 
cessfully in a given community; and 
capital the resources with which to pay. 
Character is intangible, possibly ephe- 
meral. All too often the credit man 
who has based his conclusions to a large 
extent upon the character element 
awakens to find that the exceptionally 
good reputation for paying obligations 
was based upon expediency rather than 
upon a natural inherited respect for 
private property. We must remember 
that character alone cannot liquidate 
obligations in excess of the capital in- 
volved. Capacity is largely determined 
by a study of the record of operations 
over a period of years. It is a very 
potent factor in all credit consideration. 
This brings us to capital, which in 
intercorporate relationships especially 
and in all lines of business endeavor in 
general, is perhaps of the three factors 
the most important and at the same 
time the most difficult to evaluate. 
Capital cannot be determined by scru- 
tinizing past paying habits, securing 
opinions of the man in the street, or by 
general reputation. Due to this fact 
the balance sheet with attendant profit 
and loss statement has been accepted as 
the best evidence yet obtainable of 
ability to pay. To this credit men and 
investors must add statistical studies of 
economic conditions in general as well 
as a knowledge of trends within the 
particular field of the risk under re- 
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view in order to develop an accurate 
picture of its ability to pay within 
terms. 


Most of our effort to date has been 
expended in determining financial re- 
sponsibility at the date of application. 
In this attempt we secure statements 
covering present and past operations and 
subject them to the various accepted 
ratios, ie., current, worth to fixed, 
worth to debt, sales to receivables, sales 
to merchandise, sales to fixed, and sales 
to worth. Balance sheets are at best 
expressions of opinion, very likely op- 
timistic since optimism is one of man’s 
chief traits, especially when his own 
resources are concerned. The foregoing 
ratios are the expressions of a relation- 
ship between two totals in which totals 
it is possible for opinion, which must 
be human, to inject a certain amount 
of optimism. Courts will not prosecute 
for an opinion, however erroneous, if 
the basis appeared reasonable to the one 
who voiced it. 

There are certain items on a balance 
sheet the values of which are, to a cer- 





tain extent at least, a result of opinions, 
notably receivables, inventory, and 
plant and equipment. Others, notably 
the liabilities, can be determined quite 
definitely since they represent claims the 
records of which are kept by the credi- 
tors. In our determination of ability 
to pay we should study primarily. those 
relationships which are based upon items 
which are apt to be accurately reported 
since their correctness can be easily de- 
termined and secondarily the propor- 
tions which are based largely upon opin- 
ion. 

We cannot accurately determine the 
ability to pay unless we analyze a state- 
ment on the basis of sales. 

Income from sales is the stream from 
which every business secures its funds 
for continual operations. | It is the 
stream to which we must look for 
liquidation of all obligations if the busi- 
ness is to continue. 

Business concerns, like the persons by 
which they are directed, have the hu- 






man tendency to resist change. A busi- 
ness will normally convert into cash out 
of its current assets during a given pe- 
riod a sum substantially equal to the 
sales during a like period. Obviously 
then, assuming that terms of sale and 
purchase are thirty days, a company 
can pay without difficulty during the 
ensuing month liabilities equal to its 
sales and profits for the antecedent four 
weeks. You will note from this con- 
clusion which is substantiated by actual 
experience that neither the magnitude 
of the current assets appearing on a 
balance sheet nor the size of the cur- 
rent ratio necessarily mean anything 
with reference to ability to pay. 


Most credit men as previously stated 
extend credit on terms of thirty days. 
Due to the fact that variations in the 
general price level paralleled by accom- 
panying changes in business activity do 
not normally change materially in 
thirty days, no attempt is made to fore- 
cast ability to pay beyond that which 
is represented by present figures and 
past records. This basis of determining 
credit responsibility is sufficiently ac- 
curate where brief periods of time are 
involved to permit the showing of sat- 
isfactory collections. 


The majority of commercial banks 
extend credit for a period of ninety 
days. This lapse of time, between 
the date of the note and its maturity, 
is sufficiently great to require more 
than a study of the applicant’s cur- 
rent balance sheet and its past history. 
Due to seasonal changes in business 
activity, variations in economic condi- 
tions, contemplated changes in the capi- 
tal structure of the business, and nu- 
merous other factors which affect the 
liquidity of a business, it is necessary. 
for the analyst to go beyond the realm 
of fact finding and statement analysis. 
If he is to express a reliable opinion 
with reference to the ability of a given 
concern to pay its obligations in ninety 
days, he must have as a basis upon 
which to arrive at his decision, a proj- 
ected picture of the business at the ma- 
turity of the obligation. The develop- 
ment of this projected picture is too 
often neglected with the resultant’ 
losses involved. 


The performance of the task of fore- 
casting accurately a financial picture re~ 
quires an acquaintance with the con~ 
ventional sources of credit information, 
the analysis of Past (Cont. on page 41): 
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by HOWARD CLARK 


The American people need just one 

thing now—confidence! Ever hear 

ly that before? Have you heard any- 

thing else for two years? But no 

one has told us in whom this confidence 
can safely be placed, so I will. 


Place it in your own work, the Credit 
Department. But can any good thing 
come out of the Credit Department? 
Yea verily, if you will not disdain to 
use fresh ideas, too obvious to be over- 
looked, except for their very simplicity. 
Let me tell you a little story about one 
of these. 


Going to work one bright morning I 
mused along about like this: what a lot 
of money our company has paid for 
goods . . . during the past 50 years... 
every bill discounted too . . . and yet 
. . » no one has ever thanked, us for 
doing it... strange... plenty of Sales 
Departments have shown appreciation 
for our orders . . . but no Credit De- 
partment thas expressed gratitude for 
our prompt payments . . . mighty 
thoughtless yes, but how about 
yourself? . . . you too have customers 
who always discount . . . ever thanked 
’em? .. . eh, what! 


Right there was the idea! 


We sent out 660 copies of the accom- 
panying letter which, you will observe, 
calls for no response. But we received 
116 voluntary replies which for spon- 
taneity, warmth and genuine friendli- 
ness had never before passed our por- 
tals. Nearly all were signed by chief 
executives and those printed later in- 
dicate how unlike the usual business 
letters they are. 


Our Sales Department knew nothing 
of the plan. Visualize then, if you can, 
the amazement and ecstasy of Mr. 
Salesman when he was confronted with 
the missive in the hand of a delighted 
customer. The Dawson & Meade letter 
to our sales manager describes a scene of 


that kind. 


R. H. Macy & Co. liked the letter 
enough to request permission to use 
excerpts as their advertisement for a 
certain day. It appeared in three New 
York papers. 


As evidence of the lasting impres- 
sion of the goodwill created I will re- 
late a little incident which occurred 
more than a year after the letter had 
gone out. 


Our general manager was sitting in 
a box at a State Fair race track. A 
gentleman in the next chair introduced 
himself and he happened to be a cus- 
tomer of ours. His first remark was, 
“Oh sure, you’re the people who took 
time to thank me for always discount- 
ing your bills. That was great—won’t 
forget it soon.” 


In these days, only unique and ar- 
resting ideas get attention. The plain 
tale just narrated is conclusive proof 
that any credit man can originate a 
plan that will create a lasting bond be- 
tween himself and his best friend—the 
discounting customer. 


Here follows the letter sent on the 
stationery of the Merrell-Soule Sales 
Corporation of Syracuse, N. Y., to the 
prompt payers: 


Parsons & Scoville Co. 
Evansville, Ind. 
Gentlemen: 

This Department has much corre- 
spondence with certain customers who 
are dilatory in making payments but 
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very little with those like Parsons & 
Scoville Co., who invariably discount 
purchases. As a result, the names most 
deeply impressed upon the minds in the 
Credit Department are, strangely 
enough, those least desirable from the 
viewpoint of payments. 

Your account is so little of a prob- 
lem to us that aside from a glow of 
satisfaction in passing your orders and 
in receiving the sure-to-follow-in-ten- 
days check, we seldom have your name 
before us. 


So it occurred to the writer what a 
genuine pleasure it would be to him 
(also somewhat of an indulgence) just 
to address a purely voluntary letter to 
a customer to whom not a word need 
be said about a past due item or un- 
warranted deduction. We _ therefore 
send this with the single purpose of 
telling you what a grist of joy an ac- 
count like yours puts into the life of 
a credit man. 

Our one wish is that we had more 
of your character on our books al- 
though if all. our customers were like 
you the Credit Department could be 
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a Thanking customers 


Obvious triumph 


for discounting bills, 


by means of a short, personalized letter 


of appreciation, 
thankful customer 
for the Department 


closed, with profit to the business and 
loss of a job to the writer. 
Cordially yours, 
MERRELL-SOULE SALES CorpP., 
Credit Manager. 


And here is a typical response, this 
one from the firm’s own marine bureau 
in New York: 


Merrell-Soule Sales Corp. 
Syracuse, N. Y. 
Gentlemen: 

I enclose herewith copy of letter writ- 
ten by Mr. H. G. Clark, Credit Man- 
ager, to the Scandinavian American 
Line on June 16th. 


This afternoon I was called on the 
telephone and asked to come up to Mr. 
Hallings’ office, the purchasing agent 
of the Scandinavian American Line. He 
handed me this letter with a great deal 
of pride and his remark was “You cer- 
tainly have a live wire credit manager.” 


While this may not appear as a won- 
derful proposition, still, to us here in 
New York who are trying to make 
good, such letters as this mean an awful 
lot, and while we have the Scandinavian 
American Line thoroughly sold, they 
appreciate such a letter as this, and I 
wish to express to Mr. Clark through 
you, the appreciation of Dawson & 
Meade for this letter, which absolutely is 
a ““Go-Getter Co-operative Letter”. 

I trust that Merrell-Soule Sales Corp. 
will feel the same toward Mr. Clark as 
we do. 

Very truly yours, 
Dawson & Meape INc. 
(Brokers) 


As an indication of the type and the 
tone of the commendatory letters we 
received, here are some paragraphs, se- 
lected at random but nevertheless pre- 
senting a vivid cross-section of the 
hearty, sincere responses stirred up by 
our letter. 

The letters fell into groups—the 
“we're going to frame your letter” 


brought a 
letters . .. 


return of 
a victory 
of Credit Relations. 


group, the “we’re going to do as much 
for our customer’s” group, the “this is 
the first letter we’ve received” group, 
etc.—as you will note. 

Dear Sir: 

“Your letter is the only one of its 
character that we have ever received in 
an experience of 37 years. It is so 
unique that we think we shall have to 
have it framed. It is a pleasure at the 
end of each day to look back over the 
proceedings of the day and find nothing 
but joy. We do just as much as we 
can to have this experience every day, 
although, we do not always succeed. 
We hope we shall continue to merit the 
esteem in which you hold us which is 
also our wish for everyone from whom 
we buy merchandise.” 


Dear Mr. Clark: 


“We feel quite like framing your let- 
ter as it is one of the most gratifying 
letters we have ever received. 

We are careful about meeting our 
obligations and believe it is true that 
for seventy-five years and more this 
corporation, or its predecessors, have ac- 
cepted every sight draft at sight and 
discounted every bill that was discount- 
able, not excepting the panic times of 
°§7, °73, °93 and 1907. 

We are old-fashioned people here who 
are sticklers on discount ourselves and 
are quite up to the moment on requir- 
ing our customers who desire to take 
discount to pay their bills within the 
discount time and we require this same 
punctuality of ourselves.” 


Gentlemen: 

“It is with a great deal of pleasure 
that we acknowledge receipt of your 
letter of January 12th, as it made the 
writer realize that he had personally 
been very lax in not letting our own 
customers, who have always been 
prompt in paying their accounts, know 
how we felt toward them. 


However, our own promptness in re- 
mitting is occasioned more from a selfish 
standpoint than simply the desire to be 
prompt, as we realize that our discount 
account is a very profitable item at the 
end of the year. 

We also realize that should any of 
our banking connections desire to check 
us up, which we know that they often 
do, that our paper would find a much 
better and more ready market if our 
credit has no unfavorable reports 
charged against it”. 


Dear Sir: 

“This in appreciative acknowledg- 
ment of yours of May iSth. 

““We regard same as worthy of a reply 
as it is the first instance that we recall 
when we have ever received a letter of 
like character, notwithstanding the fact 
that our record has been equally good 
with manufacturers and others with 
whom we have had dealings during the 
past forty-five years.” 


Dear Mr. Clark: 

We wish to thank you for your let- 
ter of May 28th, and will say. this is the 
first letter of this kind we have ever 
received. The feeling expressed in your 
letter is greatly appreciated by us, and 
we trust we shall continue for many 
years to have the same cordial relations 
with your company.” 


Dear Sir: 

“Your most unusual letter dated 
June 20th has been received and care- 
fully read—not only by the writer but 
has been passed along to the various de- 
partments and read with much inter- 
est and, I might further state, apprecia- 
tion. 

“It is usually the things out of the 
ordinary that attract the greatest 
amount of attention and it is rather 
unusual, as you know, for the Credit 
Department to step out and away from 
their usual grind and take the initiative 
in sales promotion. We feel, however, 
that this step taken (Cont. on page 42) 
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An analysis by 

FRANK E. SEIDMAN, 
Seidman & Seidman, 

Certified Public Accountants, 
New York, N. Y. 


Capital, labor and management are 
the three recognized ingredients 
entering into the concoction called 
“modern business.” The proper 
distribution of the avails of modern 
business between two of these ingredi- 
ents—i.e., capital and labor—has been 
a heated controversial subject ever since 
capitalism saw the dawn. Reams have 
been written on the various theories of 
distribution between these two factions, 
and history records the spilling of much 
blood in the attempt to put some of 
the theories into practice. Especially 
in times of extreme depression, like the 
present, does the fray among the various 
contenders become acute. 

The gulf between a Hoover and a 
Stalin, as to this basic problem, is so 
wide that a battleground is created, up- 
on which many fronts are maintained 
and many encounters ensue. In the 
noise and turmoil of these. battles, the 
shouts of labor and capital ring high, 
drowning out entirely the third member 
of the capitalistic triumvirate—i.e., 
management. The somewhat milder 
and narrower, but still important, ques- 
tion as to the extent to which manage- 
ment should share in the material things 
of this world, has apparently been lost 
in the shuffle. 

It goes without saying that business 
capital without management is an inert 
and helpless mass. It is like a body 
without a soul. Similarly, management 
without capital is an ineffective prod- 
uct. Both are inter-related, and each 
is helpless without the other. It is the 
mating of these two elements that 
creates an active economic “family,” 
whose purpose is to produce the fruit 
called “profits.” The proper division 
of these fruits or profits, between capi- 
tal and management, raises an important 
problem. Since both capital and man- 
agement are responsible for the pro- 
duction of profits, both should partici- 
pate in their distribution on some equi- 
table basis. 
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Bonus for 


Of course, labor plays a great part 
in the creating of profits, and what is 
here said about management may, in a 
sense, be equally applicable to labor. In 
a larger sense, management is but one 
form of labor. However, for present 
purposes, we will confine our considera- 
tion solely to the team-work of capital 
and management in this driving play 
for profits. 

Before we attempt to arrive at a basis 
of allocation of the yields of capital 
between management and the investor, 
it appears clear that management should 
first be paid some remuneration for its 
services, whether or not profit results 
from its efforts and activities. Every 
individual who spends his time in a 
business institution has, or should have, 
some value to that business. Every ex- 
ecutive necessarily has a certain amount 
of routine duties to perform, and for 
these duties he should receive a fixed 
payment commensurate with compensa- 
tion generally paid for such services. 
However, the fixed payment so made 
should not take into consideration the 
executive’s value to the business from 
the point of view of his profit-produc- 
ing ability. The value of that func- 
tion obviously cannot be measured ex- 
cept in terms of the results accom- 
plished. 

In other words, it would appear that 
after management is paid a fixed nom- 
inal salary, the only time that it should 
become entitled to further payment 
would be when profits are produced. If 
we keep in mind the basic principle that 
both management and capital are re- 
sponsible for the yields of business, then 
the reduction or elimination of such 
yields should automatically mean the 
reduction or elimination of payment to 
management, except for the fixed an- 
nual payment for routine functions. 

The present vogue is to pay manage- 
ment fixed salaries to cover all func- 
tions. When times are good salaries 
are fixed at high figures, and during 
those times business is able to maintain 
these figures and still yield fair or large 
returns on capital. Trouble arises, how- 
ever, when a business reversal or de- 
pression takes place, and little or no 
profit is realized on the capital of the 
business. It is then suddenly found that 
management costs are not and cannot 
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be reduced proportionately to the re- 
quirements of the times. This is exactly 
the situation industry is confronted 
with at present. Industry in general is 
maintaining a huge executive cost bur- 
den—merely because it is carrying for- 
ward an inelastic load created during 
the boom period. This load, industry 
cannot continue to be burdened with 
much longer, and still hope to com- 
pete in the international markets of 
the world. 

Management is really a form of in- 
tangible capital. When we speak of 
the good will, going value, or the in- 
tangible value of a business, what we 
really mean in the last analysis is that 
the business has good management. 
Where there is no management, there 
can be no good will or intangible value. 
So while a stockholder or investor con- 
tributes his tangible wealth in the hope 
or expectation of making an income 
or profit, management similarly con- 
tributes its: intangible wealth’ in the 
form of brains, vision, initiative, etc., 
with the same hope in view. Both, 
therefore, the investor and the executive 
contribute forms of capital. 

When tangible capital is employed 
without any yield or return, or where 
such capital actually sustains losses, it 
is obvious that management capital 
should not continue to be paid as if 
profits abound. Since both management 
and investors contribute to capital to 
the business and are responsible for the 
yields of the business, lack of such yields 
should automatically cut the return to 
both participants. Just so long as man- 
agement fails to produce profits, execu- 
tive heads of the business are worth no 
more than the usual scale of pay that 
may be earned by a high grade clerical 
employee. In other words, unless 
profits are produced, management 
should be paid only for the routine 
function it performs. This, notwith- 
standing that during periods of poor 
business or depression, it may well be 
that executives work harder and worry 
more than during periods when profits 
abound. Further, this should be true 
whether or not the poor results are 
caused by conditions entirely beyond 
management’s control. 

While this conclusion at first blush 
may seem rather harsh and incongruous, 
yet if we stop to analyze it for a mo- 
ment, we can see the basic economic 
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a Are executive payrolls justified? Can 
fixed salaries be a sound policy today? 
Would a system of management bonus 
be desirable? What price management? 


reason for it. While temporary lack of 
profits may not be a direct fault of 
the management, neither does the fault 
lie with the investor or stockholder. 
There is no reason, therefore, why, if 
no profits are produced, one form of 
capital should receive a return while the 
other form receives nothing or actually 
suffers diminution. Since management 
capital and tangible capital are both 
responsible for the yields of industry, 
tangible capital alone should not be 
asked to bear the burden of economic 
depressions and management capital 
little or none. 

Undoubtedly, immediate objection 
will be raised to this suggestion because 
of impracticability.. How, it will be 
asked, can it be expected of a man who 
has received, say $50,000 a year and 
fixed his living standard accordingly, 
to suddenly reduce this standard to say 
$5,000, because of a temporary slump 
in business.. It is admitted that it is 
well nigh impossible to make such a 
radical change in one’s living standard 
under ordinary conditions. The answer 
is, however, that that should not be 
necessary. 

When conditions are prosperous and 
profits abound, management should be 
allowed to participate in these profits 
on such a basis as will permit the stor- 
ing up of reserves against lean periods. 
In other words, the return on manage- 
ment’s intangible capital should follow 
the same pattern as the return on the 
investor’s tangible capital. When times 
are prosperous and capital earns an ex- 
cessive rate of return, a reserve is usually 
built up to provide for lean periods. 
It is recognized that under our economic 
system there will be lean years and fat 
years; and that capital must earn in the 
fat years sufficient to take care of the 
lean ones. There is no reason why this 
principle should not apply equally well 
to the capital of management. If man- 
agement is asked in periods of depres- 
sion to take little or no payment for 
its services because no profits are earned, 


it follows that when capital retrieves 
its position and profits are realized, man- 
agement at the same point should sim- 
ilarly come in for its full share. 

Under such a scheme of things, a 
severe reduction of the earnings of an 
executive during periods of depression 
should put him in no different position 
than a severe reduction of returns upon 
tangible capital. We know that at the 
present time billions of dollars of tang- 
ible capital are yielding little or no re- 
turn. Capital is living largely on its 
reserves of the past. If similar reserves 
had been created for or by management, 
business would not now be carrying its 
tremendous management burden. 

A number of large corporations have 
recognized the basic principle here be- 
ing propounded. The one best known 
is that of the Bethlehem Steel Corpora- 
tion. At the hearing in the battle be- 
tween the minority stockholders of the 
Youngstown Steel Company and the 
Bethlehem corporation, the management 
profit-sharing plan was fully made pub- 
lic. An analysis of this plan shows that 
the Bethlehem Steel Corporation placed 
the standard of fixed salaries to its high- 
est executives at a very nominal figure 
—not any higher than that of efficient 
clerks. However, it permitted its execu- 
tives to participate in the profits of the 
corporation to a substantial extent when 
profits were realized. 

Severe criticism was leveled at the 
corporation from some sources because 
of the unusually large amounts paid to 
certain individuals, as a result of 
this management profit-sharing plan. 
Whether or not proportionate profits 
assigned to specific individuals in this 
case were too high, is a question on 
which opinicns might differ. However, 
basically the plan adopted by this cor- 
poration was a sound one from every 
point of view. It automatically made 
payments for executive management 
elastic, so that when profits diminish or 
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disappear, management costs are auto- 
matically kept at a proper ratio to the 
yields of the business. Burdensome 
overheads are therefore thrown off at 
the time when such reduction of costs 
are the height of necessity. 

While numerous forms of manage- 
ment participation plans have been sug- 
gested and adopted, it would appear that 
basically a sound plan should contain 
the following features: 


1. Executives should be paid nom- 
inal fixed salaries. 


2. Tangible capital should then re- 
ceive, or have set aside for it, a 
nominal return upon. the capital 
employed in the business. 


3. After capital and management 
have thus received, or had pro- 
vided for them, nominal returns, 
any excess earnings should then 
be apportioned between manage- 
ment and capital. 


4. The portion finally allocated to 
management should then be dis- 
tributed among different individ- 
uals comprising the management 
group of the business, in some 
equitable proportion. 

It is, of course, impossible to suggest 

a specific formula to apply to all busi- 
ness. Differences in capital structures, 
differences in industries, and differences 
existing in the internal conditions of 
each business, make a “cure-all” plan 
impossible. Determining to what ex- 
tent management should participate in 
the profits of business, depends largely 
upon the peculiar conditions involved 
in each case. Thus, in a personal serv- 
ice corporation, for instance, where the 
profits are largely the result of individ- 
ual effort, rather than the employment 
of capital, obviously a larger portion 
of the profits earned should be assigned 
the management. On the other hand, 
where the effective use of tangible capi- 
tal is the controlling factor in develop- 
ing profits, and management merely 
gives capital the necessary guidance, 
then a proportionately smaller return 
should be assigned as management’s 
share. Any plan of opportionment 
should take into consideration all of the 
factors entering into the use and service 
that both tangible capital and manage- 
ment capital give to the business. 
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frective credit management 


During the present period of busi- 
ness depression, when credit and 

Wi collection problems have become 

pressing, the function of credit 
management has assumed an especially 
important position in the credit struc- 
ture. 

An outline of some of the credit 
and collection policies and practices 
which have been employed effectively 
by manufacturers and wholesalers, is 
given in a new report entitled Effec- 
tive Credit Management, published by 
the Policyholders Service Bureau of the 
Metropolitan Life Insurance Company. 
The information is set forth in factual 
form with the thought that the meth- 
ods described may be of value to busi- 
ness men in dealing with their own 
credit problems. 

After analyzing the reasons for a 
credit service in industrial organization 
and listing the general policies in force, 
the report discusses in some detail the 
various major aspects of this service. 
These include the investigation or ap- 
praisal of the credit risk; the determina- 
tion of limits within which credit safely 
may be granted; the fixing of the terms 
of payment; and the ultimate collection 
of the account. The final section of 
the study outlines some of the devices 
used effectively in the development of 
am adequate current control over all 
credit and collection activities. Several 
forms which are used in connection with 
the methods described are reproduced 
in the report. 

Chapter headings are: Why a credit 
service?, General credit policies in force, 
Investigating credits and sources of in- 
formation, Analyzing financial state- 
ments, Establishing credit limits, Terms 
of sale, A credit department procedure, 
Effecting collections, and Controlling 
credit and collection activities. 

The section on “Controlling credit 
and collection activities” is particu- 
larly pertinent and interesting. It pre- 
sents the statistical bases for credit man- 
agement. Bad debt loss ratios enable 
the credit executive to compare his 
credit efficiency from year to year. They 


also enable him to compare the bad debt 
loss of his company with the average 
bad debt loss in his industry. If any 
one year shows an increase in bad debt 
loss for his company, a relative aver- 
age increase for his industry will indi- 
cate that general business conditions 
have affected his credit efficiency ad- 
versely. 

Business failure statistics are of real 
significance to the credit executive. 
This section points out how business 
failure statistics may be properly inter- 
preted. Classification of overdue ac- 
counts is another important subject 
treated in this section. Collection sta- 
tistics provide the credit executive with 
valuable comparative information on 
collection progress and efficiency. In 
this section the use of collection statis- 
tics as a measuring stick is treated from 
a practical viewpoint. 


This book is not theoretical. Every 
one of its 21 pages deals with credit 
management from a thoroughly prac- 
tical angle. Mr. J. Anton Tiagios, for- 
merly Assistant Director of Education 
and Research of the National Associa- 
tion of Credit Men, has directed the 
preparation of this treatise. Mr. Hagios, 
in securing subject matter for Effective 
Credit Management, has personally an- 
alyzed credit procedures in Credit De- 
partments throughout the country. His 
long experience in credit work qualifies 
him as an authority competent to pre- 
sent the best material available on credit 
administration. 

CREDIT AND FINANCIAL MANAGE- 
MENT has arranged, through the Policy- 
holders Service Bureau to give free to 
any of its readers a copy of this book. 
All you have to do is sign and return 
the coupon below and we will send it. 


please write clearly 


enter name, tear out, attach to 
letterhead of your company and 
mail to CREDIT and FINAN- 
CIAL MANAGEMENT, One 
Park Avenue, New York 
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Five answers 
from five busi- 
ness men who 
s are vitally con- 
cerned today 





by STEVE STEVENSON 


ues of fixed assets on balance sheets 

is one of the current questions for 

many financial executives of United 
States business concerns. 

It is the unanimous opinion of all 
concerned that the current replacement 
values of fixed assets are much lower 
than in the more optimistic days of 
three and four years ago. Some execu- 
tives are of the opinion that these values 
will rise in “better days to come” and 
for that reason their firms should not 
be penalized for an abnormal business 
condition. Other executives have good 
reasons for believing that fixed assets 
should be carried on balance sheets at 
current replacement values. Still other 
financial experts have different ideas for 
the treatment of these assets. 

In an effort to present briefly all sides 
of this question, the writer will outline 
the opinions of men, who have been 
studying the situation. This list of men 
includes a high official of an Eastern 
state banking department, an industrial 
banker, two factory executives and an 
accountant. 

Inasmuch as the state banking head 
is concerned about the stability of the 
firms behind the notes held by banks 
in his state and as too high a valuation 
on fixed assets would lessen this stabil- 
ity, the state executive’s opinion is based 
on a long study of conditions. 

“A short time ago”, he said, “the 
heads of virtually all state banking de- 
partments in the United States agreed 
with the Comptroller of the Currency 
that some recommendation to banks 
and business concerns should be made 


a Just what to do about setting val- 
w 





ow fixed are 
fixed assets? 





& At what level should fixed assets be 
fixed ?...1928? 1930? 19327... at cost 


value ?...or at current replacement value? 


regarding the treatment of fixed assets 
on balance sheets. 

“In arriving at that recommendation 
the public officials had to take into con- 
sideration that the industrial paper held 
by banks should not be jeopardized by 
an over-valuation of fixed assets and 
at the same time industrial concerns 
should not be penalized for the abnor- 
mal financial conditions in this country. 

“In other words the public officials 
had to arrive at a medium, which would 
be fair to both banks and business con- 
cerns. Several suggestions were offered. 
Out of the maze of these suggestions 
the banking department heads devel- 
oped the following recommendation, 
with its reasons. 

“This recommendation was that in- 
dustrial concerns should estimate the 
replacement values of fixed assets in 
1930 and 1931, add the values of the 
two years together and then divide by 
two. The result giving the values at 
which the assets should be carried on 
present-day balance sheets. 

“Here are the reasons: In 1929 the 
values of fixed assets were at peak re- 
placement figures. Probably these val- 
ues will not be reached again for a num- 
ber of years. However after the finan- 
cial crash in the latter part of 1929 it 
developed that replacement values of 
fixed assets reached a nearly equitable 
value in 1930; in fact, there is every 
reason to believe that after the business 
world has emerged entirely from the de- 
pression—within the next two or three 
years the 1930 values will be the actual 
replacement figures. But the fact was 
taken into consideration that to use 
only the 1930 figures in arriving at 
1932 replacement values would be more 
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favorable to business concerns than to 
the banks. Therefore the 1931 figures 
were included in the compilation inas- 
much as the values of that year were 
depression figures, yet were not at the 
bottom reached during 1932. 

“In other words the 1930 figures 
gave an edge to the business concerns; 
the 1931 values were favorable to the 
banks. By adding the two together and 
dividing by two, the banking depart- 
ment officials decided that equitable 
values would be reached for both banks 
and industrial concerns—and banks 
holding paper, backed by balance sheets 
showing those values, will in all prob- 
ability be regarded favorably by bank- 
ing department examiners.” 

The following relates the industrial 
banker’s opinion: 

“Sound fundamentals of business and 
banking call for the listing of all assets, 
fixed and otherwise, at current values. 
However I do not believe that business 
concerns should be penalized for abnor- 
mal business conditions, providing the 
concerns are well-managed, and be re- 
quired to list fixed assets on balance 
sheets at the present low values, when 
it is very probable that the values of 
these assets will rise within the next few 
years. 

“From a banker’s standpoint I have 
to take into consideration that my duty 
calls for protecting the bank. There- 
fore unless a balance sheet includes fixed 
assets at current replacement values, I 
closely study the standing of the other 
items on financial statements. 

“If it develops that current assets on 
a balance sheet are liquid and that the 
concern submitting the statement seems 
to be in good (Continued on page 28) 
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Nation-wide collection and sales conditions 


What they are at present 


The outlook for the near future 


CREDIT AND FINANCIAL MANAGE- 

= MENT offers its regular monthly 
MW survey of collections and _ sales 
conditions. It is based upon 
reports from large cities throughout 
the country that are trade centers 
for their surrounding areas. The re- 
ports are the results of the daily ex- 
perience of the leading wholesaling and 


manufacturing concerns operating from 
these trading centers. The two ques- 
tions “Are people buying?” and “Are 
they paying?” are perhaps the most di- 
rect and immediate reflection of daily 
business conditions in the country. 
These reports have been tabulated so 
that you may see at a glance how con- 
ditions are reported in various cities in 


Collections 


Little Rock 


Los Angeles 
Oakland 
San Diego 
Denver 
Pueblo 
Bridgeport 
Waterbury 
Washington 
Jacksonville 
Tampa 
Atlanta 
Macon 
Boise 

Peoria 
Quincy 
Springfield 
Evansville 
Fr. Wayne 
Indianapolis 
South Bend 
Terre Haute 


Cedar Rapids 
Davenport 
Des Moines 
Ottumwa 
Waterloo 
Wichita 
Lexington 
Louisville 
New Orleans 
Shreveport 
Baltimore 
Springfield 
Worcester 
Detroit 

Flint 

Grand Rapids 
Jackson 
Lansing 
Saginaw 


each state, also what cities report a con- 
dition of “Good, Fair or Slow.” At the 
end of this summary you will find valu- 
able explanatory comments that have 
been sent in to CREDIT AND FINANCIAL 
MANAGEMENT. These additional com- 
ments may be pertinent to your inter- 
pretation of collection conditions and 
sales conditions in the cities listed. 


Sales 


Minneapolis 


St. Paul 


Kansas City 
St. Louis 


Billings 


Great Falls 


Helena 
Omaha 
Newark 
Albany 


Binghamton 


Elmira 


New York 
Rochester 
Syracuse 


Utica 


Charlotte 


Fargo 


Grand Forks 


Cincinnati 


Dayton 
Toledo 


Youngstown 


Oklahoma City 


Tulsa 


Portland 
Allentown 


Altoona 


Harrisburg 
Johnstown 
New Castle 
Pittsburgh 
Wilkes-Barre 
Providence 
Sioux Falls 
Chattanooga 
Knoxville 
Memphis 
Nashville 


Austin 
Dallas 


Ft. Worth 





















































State City Collections Sales State City Collections Sales 
Texas San Antonio Slow Slow W. Va Bluefield Slow Slow 
Waco Good Fair Charleston Slow Slow 

Utah Salt Lake City Slow Fair Clarksburg Slow Fair 
Va Bristol Fair Fair Parkersburg Slow Fair 
; Norfolk Slow Fair Wheeling Slow Slow 
Richesand Fair Fair Lynchburg Slow Slow 

Roanoke Fair Fair Wis. Fond du Lac Slow Slow 

Wash. Bellingham Slow Slow Green Bay Slow Slow 
Seattle Fair Slow Milwaukee Slow Slow 

Spokane Slow Slow Oshkosh Slow Slow 

Tacoma Fair Fair Hawaii Honolulu Slow Slow 
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ARKANSAS: Collections and sales 
ia Ft. Smith are fair and are expected 
to continue fair. 

CALIFORNIA: Los Angeles reports 
sales and collections have improved and 
are almost good in some sections. 

CONNECTICUT: Waterbury re- 
ports the following: “There is a little 
more money in circulation and a conse- 
quent slight increase in payments on 
past due accounts. Waterbury Retail 
Sales Day brought forth only one-half 
the volume of sales of the one held three 
months ago, although well advertised. 


tories in Western Massachusetts are now 


much busier. Some are open after being 
shut down for months and some are 
working full time, while others have 
day and night shifts. There has been a 
decided increase in manufacturing in 
Worcester, especially of wire products 
and textile. 

MICHIGAN: Business in Detroit is 
not active, but there has been a slight 
pick-up in more or less isolated lines, 
but not enough to register an employ- 
ment improvement yet. Conditions in 
Grand Rapids have improved. The tex- 


tile business in Jackson is very good, but 
the automotive business is very quiet. 

MINNESOTA: Both sales and col- 
lections in Duluth show a tendency to 
drop off. All kinds of wearing apparel 
manufacturers are busy with a demand 
that seems to be a little more than sea- 
sonable. It is estimated that the Seed 
Loan Moratorium authorized by the 
U. S. Department of Agriculture on 
September 28th will release in the 
Northwest 17 million dollars, which 
should ease credit during the next few 
months. This is made possible by the 


This was partly due to les- 
sened buying power, but 
mostly to the over-stimu- 
lation of too many sales.” 


Changes since last month's survey 


State City Collections Sales 
Naugatuck Valley section 
reports manufacturing Arkansas Ft. Smith Good to Fair Good to Fair 
slightly improved. Some Little Rock Fair to Good 
small plants are running California Los Angeles Good to Fair 
fifty hours per week and ais - Diego _ to ~~ Fair to Slow 
. orida ampa ow to Fair 
: a pcos Illinois Peoria Fair to Slow Slow to Fair 
Sata cceeemaas Rosin: tenes Indiana Indianapolis Fair to Slow ae £0 ae 
- air to Ow 
daily shifts. This work is oe we ms a. er 
mostly on mechanical toys Sineinie Wale este 
for the Christmas trade. Waterloo Fair to Slow 
FLORIDA: Jacksonville Louisiana Shreveport Fair to Slow 
furnishes us with the in- Michigan Detroit Fair to Slow 
formation. that due to the mer rae a to Pm Fair to Good 
; Minnesota Dulut air to Slow 
ee areata? valli on Missouri St. Louis Fair to Slow Fair to Slow 
time, the fruit crop has " 
Le tour- Montana Helena Slow to Fair 
been del ayed, also the New York Albany Fair to Good 
ist_ business. New York Good to Fair 
INDIANA: Evansville Ohio Cincinnati Fair to Slow 
believes that conditions are Oklahoma OklahomaCity Fair to Slow Slow to Fair 
improving, as there has _ Tulsa Saw ta Bale 
been a pick-up in sales and Oregon Portland Fair to Good 
collections. Pennsylvania Harrisburg Fair to Slow 
LOUISIANA: New Or- Rhode Island Providence Fair to Slow 
leans reports collections Tennessee Knoxville Good to Fair 
fair and sales fair, with a Memphis Fair to Slow Fair to Slow 
few sections reporting sales Nashville Fair to Slow Good to Fair 
. Texas Waco Slow to Good Slow to Fair 
and collections good. Utah Salt Lake City ; Slow to Fair 
MASSACHUSETTS: Virginia Roanoke Slow to Fair 
Conditions in Springfield West Virginia Parkersburg Slow to: Fair 
have improved. The fac- Wisconsin Milwaukee Fair to Slow Fair to Slow 





making of new contracts 
on 759% of the liens on 
the 1932 crop and extend- 
ing the liens to the 1933 
crop. It is anticipated that 
by the fall of 1933 this 
debt can be paid with less 
bushels of grain. 

NEW JERSEY: Condi- 
tions in Newark are fair, 
‘with some lines reporting 
better than seasonal im- 
provement in sales. 

NEW YORK: Condi- 
tions in general in New 
York are fair. One com- 
pany reports the follow- 
ing: “Our business in cop- 
per sulphate covers the en- 
tire United States, Canada 
and Mexico, with a regular 
seasonal export to South 
America. Our product is 
shipped from Chicago, 
New York and El Paso. 
There has been a very 
much reduced demand 
from Mexico during the 
past year as compared with 
recent years and domestic 
sales for the year will be 
considerably less in vol- 
ume. Sales during the fall 
season, usually light, are 

(Continued on page 28) 
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Collection, 
y sales survey 


(Continued from page 27) 


fully up to the average for the past 
eight years, however. Collections dur- 
ing the past few months have been, in 
the main, quite satisfactory, but there 
is a somewhat larger fraction during 
this year than in recent years which is 
slow.” Some improvement in condi- 
tions have been noted in Rochester. 


NORTH CAROLINA: Charlotte 
reports the furniture and textile busi-- 
ness has increased somewhat, but wages 
are very low, the crop monies being 
used by farmers to repay government 
crop loans. 


OREGON: The following informa- 
tion was obtained in answer to a recent 
questionnaire sent out in Portland. 
There were from fifty to sixty re- 
sponses: “Three-fifths of those replying 
reported better sales, two-fifths fair. 
On collections, not quite half reported 
a slight to a noticeably better condition. 
Nearly two thirds consider there is an 
upward tendency. Opinion is about 
equally divided on the prospects for the 
coming months.” The following com- 
ments were received from various com- 
panies: (a) “Since June, there has been 
a distinct improvement in our business. 
We look for a decided revival in the 
spring of 1933, when we believe the 
employment situation will be much re- 
lieved.” (b) ““We are making every nec- 
essary preparation for anticipated in- 
crease in activities in 1933, believing 
that bottom has definitely been 
reached.” (c) “A large lumber company 
reported recently that the export busi- 
ness has picked up enough to keep them 
busy. They are now letting the rail 
business go to the inland mills, whereas 
thirty days ago they were going after 
any kind, and all kinds, of business. 
They are choosing their business now.” 
(d) “Wool growers in Southern Oregon 
consigned wool to Eastern markets a 
short time ago in expectation of re- 
ceiving five or six cents a pound. Re- 
turns are netting them nine and ten 
cents. This is “good news” for South- 
ern Oregon.” (e) “Our sales have prac- 
tically doubled that of last month.” (f) 
“Full crew—full time.” (This company 
later reported going on a 54-hour 
week). (g) There is a definite demand 
for new items other than staples in our 
line.” (h) “Home remodeling has in- 
creased, probably due to having been 
put off until absolutely necessary.” (i) 
Reports received from various archi- 
tects’ offices indicate they are all busy. 
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(j) “Cotton and rayon advance in 
prices.” (k) “News items from many 
sources indicate business and factories 
are hopeful and more confident, and 
anxious to go ahead.” (1) “Since the 
summer, there have been indications of 
such a nature as to lead us to believe 
that the turning point in general con- 
ditions has been reached and that we 
might look for an improvement right 
along.” 

TENNESSEE: Sales in Chattanooga 
have shown a decided improvement in 
the last thirty days, and collections have 
picked up slightly. The continued low 
price of cotton in Memphis has worked 
materially against sales and collections. 
They feel that old debts cannot be paid 
on six cent cotton. 

TEXAS: Collections have improved 
in Austin, but the warm weather has 
affected sales in this territory. Collec- 
tions are reported good in most sections 
of Ft. Worth. That is to say, current 
accounts are being taken care of with a 
fair degree of promptness and some re- 
ductions are being made on old indebt- 
edness carried over from 1930 and 1931. 
Sales are improving, but still below nor- 
mal. Signs for the immediate future 
point toward increased sales in most 
lines, with the hardware and furniture 
sales still far below normal expectations. 
No improvement in sales or collections 
have been noted in San Antonio. 

VIRGINIA: The manufacturing 
business in Norfolk is active, textiles in 
particular. Retail and wholesale equal 
te a year ago in volume. 

WASHINGTON: Collections are fair 
in Seattle, with sales picking up and 
money appears to be a little easier, al- 
though prices received by producers are 
not at all attractive. The lumber busi- 
ness in Tacoma appears to be improving. 
Several mills are calling back their men 
to work. 


WEST VIRGINIA: Parkersburg re- 
ports some slight gains, although not 
sufficient to have any material effect. 

WISCONSIN: Conditions are very 
quiet in Green Bay due to the crop fail- 
ures and extremely low prices of farm 
and dairy products, also to numerous 
bank failures in recent weeks. 


How fixed are 
y fixed assets? 


(Cont. fr. p. 25) financial condition, tak- 
ing into consideration the present status 
of business, I am willing to pass favor- 
ably on-a balance sheet carrying fixed 


assets at values equitable to both the 


concern and the bank. On the other 


hand if an investigation discloses that 
current assets of a concern are to some 
extent ‘frozen’ and that the concern 
has had a hard time weathering the 
financial storm, then for the protection 
of the bank I insist upon fixed assets 
being listed at current replacement 
values.” 


The two factory executives inter- 
viewed on the subject had entirely dif- 
ferent opinions on the question. One 
in favor of an extreme “write-down” of 
values said: 


“An adjustment in balance sheet fig- 
ures for fixed assets to current replace- 
ment values will lighten the heavy bur- 
den of taxes, depreciation charges and 
insurance costs. By reducing the values 
at which plants and other properties are 
carried it might be possible to change 
an operating loss into an operating 
profit. In other words if fixed assets 
are carried at higher than present re- 
placement values, it is necessary to 
charge profits with higher depreciation 
and insurance costs and naturally taxes 
on properties will be higher. From a 
balance sheet standpoint, it would look 
better to carry fixed assets at higher 
figures than the present replacement 
values, however, from a sound business 
standpoint, in my opinion, it is better 
to write down fixed assets to present 
values.” 


The second factory executive dis- 
agreed with the first by stating: 


“When business conditions improve, 
heavy reductions now in fixed asset val- 
ues will mean an increase in income 
taxes when it becomes necessary to write 
up these values in the next few years. 
Excessive ‘write-downs’ at this time 
might result in the establishment of in- 
sufficient reserves for keeping plants and 
other equipment up-to-date. We have 
no reason to believe that after the de- 
pression period has entirely passed that 
costs of commodities and labor will re- 
main at the present low level and for 
that reason reserves carried on the basis 
of present replacement values will in all 
likelihood prove insufficient in ‘the fu- 
ture.” 


The accountant, member of a large 
and reputable firm, favors immediate 


“write-downs” to present replacement 
values. 


“The writing down of values does 
not in itself create any losses”, he said. 
“The losses already have been incurred. 
They cannot be increased by frank 
acknowledgment of them. Neither can 
they be diminished for the past or for 
the present. The writing down of 
values accomplishes (Cont. on page 42) 
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“This month's collection letter” 


A FABLE 


The people who lived in a certain village hav- 
ing occasion to hold a feast in honor of one of 
their number who had returned from another 
country after a long absence, and all of them 
being without great wealth, agreed among them- 
selves that each should bring a bottle of wine 
which he might pour into a large cask which had 
been provided. 


One thinking to save his wine for his own use, 
said to himself, “If I fill my bottle with water 
and empty it with the others, it will not be 
observed.” 


But behold, when the village assembled and 
when the time arrived that the wine should be 
drawn off, only water flowed forth from the 
cask. 


All the people had acted with the same 
thought, each one saying to himself, ‘Lo, my 
contribution will not be missed.” 


—BUT YOURS WILL 


@ “Last month we used the enclosed 
“Fable” on the bottom of our regular 
monthly statements. We had about 
ninety percent replies and of these a 
little over half sent checks on account. 
This “Fable” was originated by the 
University of Pennsylvania Alumni So- 
ciety for use in solicitation of funds. 
Thought we would pass this on to you 
as being beneficial,” says Laskar Kahn, 
Treasurer, The Colorado Bedding Com- 
pany of Denver, Colo. 

Here is concrete evidence that the 
unusual works just as well as the direct 
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approach, that the light-hearted al- 
though seriously presented collection at- 
tack can be as effective as the heavy- 
handed, matter-of-fact campaign. 

It is a question of the pointed pre- 
cision of the rapier against the booming 
belligerency of the bludgeon. It is the 
oft-seen contest between the boxer and 
the slugger. No questions are asked. 
Results are wanted. Produce results 
—lasting results—is the demand the 
collection manager makes on his get- 
the-cash system. 

It must get the cold cash from frozen 


DECEMBER, 1932 


We present our regular “this 
month's collection letter". It 
is unique and effective and an 
example of good collection 
letter thinking. 


What the country needs is 
more good collection letters. 
Their importance in helping 
pull business out of a depres- 
sion and then keeping it out is 
greatly underestimated. There 
is no short cut to profits as 
certain as collection letters 
that do their job. 


Send us your best and favor- 
ite collection letter for our 
“collection of collection let- 
ters" which we are gathering 
for readers of CREDIT 
and FINANCIAL MANAGE- 
MENT. 


assets and still not let the customer slip 
away during the thawing out process. 
It must ring the bell of the cash regis- 
ter by ringing true with the debtor both 
as to the fairness of the appeal and the 
tactfulness of the appeal’s demands. 

A selected series of individual 
copies of the collection letters which 
have appeared in CREDIT AND FINAN- 
CIAL MANAGEMENT is available upon 
application to Miss Mary V. Larkin, 
Manager, Collection Letter Depart- 
ment, CREDIT AND FINANCIAL MaANn- 
AGEMENT, One Park Avenue, New York. 
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Watch the firms 


“on the fence 


by P. E. MEYERS, 


Vendor Slate Co. 
Easton, Pa. 


The rumors of better times just 
ahead should be a warning to all 

Mi credit executives to be on guard 

for at least the next six months. 
Now greater caution should be used in 
extending credit to certain companies 
than ever before. 

There are many companies at the 
present time that have been struggling 
along hoping against hope for a break 
in their favor. It has not come and 
will not come in a certain sense of the 
word. The executives of this type of 
company are downcast—they are giving 
serious thought of going into bank- 
ruptcy. Why? Because rumors are cir- 
culating of better times ahead; more 
constructions and greater activity ap- 
pear on the horizon. 

Good business tactics have been for- 
gotten temporarily. The load of debts 
is becoming tiresome to carry and with 
better conditions just ahead, the 
thought of bankruptcy enters the mind. 
It is decided to start right off with a 
clean sheet in the new era. Profits from 
new contracts that would ordinarily 
apply on an old indebtedness will go to 
the surplus account, with the result 
there is nothing to worry about and 
we are spurting ahead with good times. 

In 1930 and 1931 it was not this 
type of individual or corporation that 
closed the doors, it was the one forced 
by powers beyond its control. 

The one we must watch today is the 
one who is on the fence—deciding 
whether to go ahead and eventually pay 
his creditors 100 cents on the dollar or 
go into bankruptcy because he hears 
and sees better times ahead. He may 
feel it’s the opportune time to wash 
the slate clean. 

You, as credit executives, know from 
your own ledgers which ones they are. 
You can prove it to yourself by re- 
questing a financial statement of their 
business. You can substantiate the cor- 
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rectness of their statement by the use 
of Interchange reports from the Na- 
tional Association of Credit Men. 

I know of an individual, not a cor- 
poration, not far from my home town, 
who went into bankruptcy some months 
ago. Our company had been selling 
this man for many years. However, we 
felt his affairs should be watched closely. 
An incident came to our attention 
which aroused our suspicion and sev- 
eral weeks later he placed an order with 
us for prompt shipment. The order 
was refused and within a short time 
this individual was bankrupt. Today 
he is again in business which is only 
about six months since he was declared 
bankrupt. We are selling him and his 
bills are discounted in ten days. 

A natural question for anyone to ask 
at this time is how can this individual, 
who was bankrupt just a very short 
time ago, start in business and discount 
his bills? It’s a case of hidden assets 
that rightfully belonged to creditors. 
Therefore, this is the type which needs 
watching and very close watching. If 
he owes plenty and is tired “carrying 
the bag,” signs of better business will 
prompt him to call the creditors to- 
gether and give them the tale of woe. 

The cardinal sin of a credit man is 
to send good money after bad. Yester- 
day it was difficult to determine—today 
it requires even more careful analysis 
and watching. There are at least two 
good ways to be on guard. First, keep 
before you an up-to-the-minute finan- 
cial statement of the customer with an 
age distribution of the accounts re- 
ceivable and accounts payable. Secondly, 
make constant-use of the interchange 
service of the National Association of 
Credit Men. Although we are only 
comparatively new members, we have 
found this report most valuable. You 
can only improve it by complete use 
of it. Credit executives need not have 
a doubt in their minds whether to ex- 
tend further credit to the individual or 
corporation “‘on the fence” if they will 
be guided by these reports. 

Therefore, it is up to the credit ex- 


MANAGEMENT . ... . DECEMBER, 1932 


ecutives now to watch even more closely 
than ever before as the happenings in 
extension of credit for the next six 
months will be thick and fast. If you 
want to extend additional credit to the 
one who now owes plenty to you and 
your competitors, investigate to see if 
they are worthy of it. Protect yourself 
on further sales of this type. Don’t 
send good after bad or questionable and 
eventually be called to attend a meeting 
of creditors that will be composed of 
men who were not on guard. 


Jury trial for 
bankruptcy preference 


In an emphatic decision, the U. S. 
Supreme Court has ruled that a de- 
fendant in a preference suit connected 
with a bankruptcy action is entitled to 
trial in a court of law before a jury. 
In an opinion delivered by Associate 
Justice Butler, the high court reverses 
the decision of the lower courts which 
had given judgment to the Irving Trust 
Co., New York as trustee in bankruptcy 
of Leonard H. Smith, trading as the 
Faultless Sweater Co. against Morris 
Schoenthal and Fannie R. Schoenthal. 

This was regarded as a test case, al- 
though somewhat similar issues have 
been presented in appeals previously 
brought before the Supreme Court. 

The Supreme Court left no doubt as 
to its meaning in the decision, handed 
down today. Two issues were pre- 
sented; one, whether defendants in pref- 
erence suits are entitled to a trial by 
jury, and the other, whether in this case 
the defendants sought a jury trial at a 
proper time. The Supreme Court an- 
swered both questions in the affirmative. 

“Suits to recover preferences consti- 
tute no part of the proceedings in bank- 
ruptcy but concern controversies aris- 
ing out of it,” the opinion rendered 
today stated. It is therefore held that 
inasmuch as section 267 of the Ju- 
dicial Code provides that there shall be 
no suits in equity where an adequate 
remedy at law is provided, and in this 
case there was no question of account- 
ing, but the sums sought were definite 
amounts, there was a clear remedy at 
law. 

The decision cites rule 22 in regard 
to the time for applying for a jury trial 
and holds that inasmuch as the original 
defendants asked a trial by jury and 
transfer to a low court a week before 
the case was set for hearing in equity, 
they were clearly within a proper time 
limit with the requests, and forfeited 
none of their rights. 


In this particular (Cont. om page 33) 
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| wholly disapprove of 
what you say and will 
defend to the death 
your right to say it.— 
Voltaire to Helvetius 


Fallacy? 
Dear Sir: 

At first glance, Mr. Strain’s article 
in the October issue of “CREDIT AND 
FINANCIAL MANAGEMENT” seems quite 
logical. We can see where there might 
be some argument in his contentions 
when they are applied to the manufac- 
turing of commodities, but they are 
somewhat far-fetched when applied to 
a trading enterprise, with its wide vol- 
ume variation at various seasons of the 
business year. 

The whole fallacy of his argument, 
however, is disclosed in his selection of 
examples, A. B. Company and C. D. 
Company. If we eliminate from these 
two companies, the items referred to 
amounting to $1,500., the following 
conditions will be found to have ex- 
isted as between the companies, prior 
to making any entries recording any of 
the items: 


A. B. Company 
Current Assets............. $10,750. 
Current Liabilities.......... 5,000. 


Ratio of C. A. to C. L. 2.15 to 1 
C. D. Company 
ae eee $10,000. 
Current Liabilities 3,500. 
Ratio of C. A. to C. L. 2.85 to 1 
Naturally the company having the 
better ratio to begin with would have 


the better ratio after recording these 
transactions. 

Let us presume, in place of these two 
companies, whose financial condition, as 
shown above, was grossly unequal to 
begin with, that we had two companies 
of equal financial condition at the start, 
with $13,000. of Current Assets and 
$5,000. of Current Liabilities. On De- 
cember 31, L. M. Company paid $400. 
rent for January, due January Ist, local 
taxes $450., this being the last day for 
payment without penalties accruing, 
and premiums on insurance, due on 
that day amounting to $650. To make 
these payments, without an undue strain 
on its cash position, it borrowed $750. 
at the bank. X. Y. Company did none 
of these things. However, it had to ac- 
crue these items, as they were then 
DUE and PAYABLE, although they 
covered future operations. After prop- 
erly recording these transactions, our 
current position would be as follows: 

L. M. Company 
ee ee $12,250. 
Current Liabilities 5,750. 
showing a ratio of C. A. to C. L. of 

2.13 to 1 

X. Y. Company 
oe). $13,000. 
Current Liabilities 6,500. 

showing a ratio of C. A. to C. L. of 

2.00 to 1 

If we include the prepaid items in 
with our current assets, we would dis- 
tort the picture as follows: 


L. M. Company 
rae $13,750. 
Current Liabilities.......... 5,750. 


which gives a ratio of 2.39 to 1 
X. Y. Company 
RE eR en boo 0S $14,500. 
Current Liabilities.......... 6,500. 
which gives a ratio of 2.23 to 1 
This is a distortion of actual con- 
ditions, and while it might result in giv- 
ing both companies an additional credit 
of $1,500. from the bank, in my opin- 
ion, serious consideration should not be 
given to this argument, as it would 
only lead to confusion in reading bal- 
ance sheets for credit purposes. 
Sincerely, 
R. S. McGlasson, 
Certified Public Accountant. 


Not at alll! 
Dear Sir: 


Thank you for forwarding me a copy 
of Mr. McGlasson’s interesting letter. 
I regret the physical impossibility of 
having had it before I wrote the article 
in question, as it is an almost perfect 
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example of the attitude on the problem 
that I was trying to explain—that of 
freezing oneself into a preconceived 
position and then expending all one’s 
intellectual ingenuity in defending it. 

My Kentucky colleague has very 
shrewdly detected an arithmetic error 
of $750.00 in my presentation of the 
current position of A. B. Company prior 
to the prepayments, and has proceeded 
thence to an assumption which simply 
reduces the whole business to an irrele- 
vance—namely, that the prepayments 
involved had matured as liabilities at 
the statement date. This is by no means 
a necessary assumption, and, my friends, 
if a man can’t imagine his own assump- 
tions in his own illustrative examples, 
then what becomes of the liberties our 
fathers bled and died for! 

As a matter of fact, rent for one cal- 
endar month is not an accrued liability 
at the end of the preceding calendar 
month, and I hereby formally pronounce 
and declare that the taxes referred to 
in my problem did not mature as a lien 
until January 1 and that the insurance 
policies in question need not have been 
ordered until January 1. Thus, C. D. 
Co.’s current liabilities remain as I 
showed them, not as Mr. McGlasson 
revised them. 

The whole question involved is this: 
A. B. Co., in pursuance of a wise busi- 
ness policy, made outlays for the acqui- 
sition of facilities which it is going to 
resell as a portion of its services during 
the ensuing period. C. D. Co. did not, 
but will be obliged to during the com- 
ing month. Prior to these transactions 
A. B. Co. had, using Mr. McGlasson’s 
revised figures, a current ratio of 2.15 
to 1 and C. D. Co., as explained above, 
of 2 to 1. After the transactions the 
C. D. Co. ratio, of course, remains un- 
changed, but the A. B. Co. current as- 
sets, under the exclusion method, are 
reduced to $10,000, its current debt 
increased to $5,750, and its current 
ratio depressed from 2.15 to 1.74 to 1. 
Mr. McGlasson’s correction, far from 
disclosing any fallacy, reveals the dis- 
tortion accomplished by his own method 
more strikingly than my original ex- 
ample. 

Mr. McGlasson’s L. M. Co. & X.. Y. 
Co. examples, unfortunately, simply 
have no bearing whatever on the prob- 
lem under discussion. They merely re- 
prove the undoubted fact that if two 
equal companies set up an equal amount 
of current debt and one of them pays 
this debt and the other doesn’t, the pay- 
ing company will show the better ratio. 


The tendency of liquidation, even un- 


healthy liquidation, to inflate current 
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ratios is one of pitfalls of ratio analysis 
about which I have been warning credit 
analysts for the last six years, but it 
has no bearing on the point here at issue. 

Next, Mr. McGlasson adds the pre- 
payments represented by these expense 
accruals to the current assets of both 
companies, computes the increased cur- 
rent ratios of both, and brands them 
as “‘a distortion.” Why are they a dis- 
tortion? Because Mr. McGlasson says 
they are a distortion. I wrote some 
two thousand words trying to prove 
that they weren’t, and these words, 
Mr. McGlasson concedes, ‘“‘at first 
glance . . . seems quite logical,” but 
mere logic does not appear to impress 
him, particularly “when applied to a 
trading enterprise, with its wide volume 
variation.” I am genuinely interested 
in knowing what Mr. McGlasson con- 
ceives the volume variation to have to 
do with the case. 

I do not have the pleasure of Mr. 
McGlasson’s acquaintance, but I am 
ready to offer him every imaginable pro- 
fessional courtesy and to yield him all 
possible deference and respect as an au- 
thority. Before he calls, however, for 
the abandonment of a carefully rea- 
soned thesis, supported by an objective 
example which is only strengthened by 
his own discovery of a minor mathe- 
matical error in it, the most intransi- 
gent authority ought to be willing to 
give some hint of a rational, apposite 
reason for his obiter dicta. This hint 
Mr. McGlasson, curiously vnanimous 
with all supporters of the exclusion 
theory, fails anywhere to supply, and 
I still await a supporter for this point 
of view who will furnish one. 

Sincerely yours, 
Myron M. Strain. 


Jury trial for 
bankruptcy preference 

(Cont. from page 31) case, the trustee in 
bankruptcy filed suit in equity against 
the defendants, claiming preference pay- 
ment by Smith to Morris Schoenthal of 
$500 and to Fannie Schoenthal of 
$1,000. The defendants sought trans- 
fer to the law court and asked trial by 
jury, which was denied them. The case 
was heard in the District Federal Court 
in equity, and a decision was rendered 
for the amounts claimed plus interest. 
This decision was affirmed by the Cir- 
cuit Court of Appeals and was carried 
to the U. S. Supreme Court as a test 
suit involving important questions, al- 
though the amounts involved were not 
large. 

While the Supreme Court reversed 
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the lower courts in its decision today, 
it may not have settled the controversy, 
inasmuch as the decision involved pro- 
cedure, and the trustee in bankruptcy 
apparently is left free to file a suit in 
a law court and bring it to trial before 
a jury, if demanded, and if it sees fit 
to do so. 

The Court was very emphatic in lay- 
ing down the rule that actions to re- 


cover a preferential payment must be 
brought at law and tried before a jury. 

The only exception is the case where 
the trustee requires an accounting or 
some other equitable relief. However, 
in the usual preferential cases where 
the amount is definite counsel points 
out the court specifically holds that the 
action must be tried at law before a 
jury. 
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new investigations. 


National 


1 Park Ave. 


Foreign credits in business demand accurate 
. and that presupposes complete, 
down-to-date information. With a foreign 
buyer some thousands of miles away, you 
can’t ask his neighbor how he pays his bills. 


Yet, you must know before shipping how 
the foreign buyer will pay you. 


Foreign Credit Interchange Bureau reports 
- . . just what you need 
to know. They give you his actual paying 
record as revealed by the ledgers of hun- 
dreds of your neighbor exporters in the 
There is a sound basis for 
forecasting credit responsibility. 
foreign buyers are known to the bureau... . 
Three out of every four members requests 
for information on foreign buyers are filled 


Foreign Credit Interchange Bureau reports 
. + profit-making in re- 
100 reports are available to you in 
the course of a year’s contract. These are 


They tell you what is, 
not what should be, not what was. 


Tie in your credit department with hun- 
dreds of leading American export credit de- 
partments through membership in the .. . 


FOREIGN 
INTERCHANGE BUREAU 


Association 
of Credit Men 


Second of a series of advertisements on Export Credits 





300,000 









CREDIT 


New York, N. Y. 


33 





Paging 


the new books 


Reviews of the important 
books on business, to aid 
executives whose read- 
ing hours are limited. 


This month's 

Y business book 
EFFECTIVE COLLECTION METH- 

ODS. By Frank A. Fall and E. H. 

Gardiner. Ronald Press Co., N. Y. 

$4.50. 

Brevity is the soul of wit. Wit is the 
soul of appreciation; appreciation, the 
soul of understanding. 

This newest volume in collection 
methods is unqualifiedly a fine book. 
Its authors have every requisite for 
doing the excellent work that they have 
done here. Mr. Gardner is connected 
with Benton & Bowles and is the author 
of “Effective Business Letters”. Dr. 
Fall was Director for many years of 
the National Association of Credit 
Men’s National Institute of Credit and 
its Department of Credit Research. 

Together they combine the three 
fundamentals for such a book—under- 
standing, appreciation and _ brevity. 
Here is collection completeness set in 
clear type. Coordination for efficiency, 
principle of resale and its rise, selling 
and reselling credit, the courteous re- 
fusal, how to get information, to re- 
quest credit statement, and to refuse 
shipment, sales-credit department co- 
operation, collection procedure and let- 
ters, the use of telephone and telegraph, 
collection department systems, mail- 
order and installment collections, trade 


acceptances, collection agencies, legal 
aspects of collections—this is a skeleton 
of its full-bodied contents. 

Here is “This month’s business book” 
and likewise the best book of its kind 
this year. 

—Paut Haase. 


Unemployment 
relief Ploy 
THE ABOLITION OF UNEMPLOY- 

MENT. By Frank D. Graham, 

Princeton University Press, Princeton, 

N. J. $2.00. 

It is the opinion of Frank D. Graham, 
Princetonian Professor of Economics, 
that the two solutions most-often sug- 
gested for the unemployment situation 
—a planned economy or unemployment 
insurance—cannot succeed. Planning is 
not compatible with democratic insti- 
tutions, he says, and insurance is a pal- 
liative, “‘a mere distributor of unneces- 
sary losses.” 

Accordingly, Mr. Graham presents his 
thesis for the abolition of idle hands. 
Not a new idea, he admits, but practi- 
cal and applicable. Give the unemployed 
no bread but work—that is the cure. 
Here’s how. 

Increased general production is “the 
how”. Far from driving prices down, 
it would tend to raise them by setting 
up a chain of new reciprocal demands, 
by restoring confidence, revivifying 
money, and extending bank credits. If 
people want but cannot buy, then put 
them in the shops and factories to pro- 
duce goods for themselves, thus restor- 
ing profits by reestablishing demand. 

How would this be accomplished, you 
ask? By an Emergency Employment 
Corporation, Professor Graham replies. 
Then he outlines the set-up and pro- 
posed workings of such a corporation. 
Not only that, but the author devotes 
many pages to sketching possible objec- 
tions and answering them. 

Production of a commodity in excess 
of demand causes over-production, de- 
crease of effort in that industry which 
means jobless men, reduction of the gen- 
eral market which these people can pa- 
tronize, and thus a growing vortex of 
more overproduction in other lines, 
more curtailment and more unemploy- 
ment, and more restrictions of buying 
power. Overexpansion of all kinds of 
credit, Graham emphasizes, and its sud- 
den contraction in the face of rising 
unemployment and falling prices, is 
probably the most important general 
and immediate cause of cyclical de- 
pressions. 

An appendix contains “a proposal for 
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a limited and easy application of the 
principle of creation of employment.” 
To the credit of this book and its 
author, it can be said that it is a clear- 
eyed approach to the solution of a des- 
perate problem—and, unlike most re- 
cent works, it is not defeatist philoso- 
phy. 
—P. H. 


Handy 
necessity 
CREDIT MANUAL of COMMER- 

CIAL LAWS. National Association 

of Credit Men. $4.00. 

A comprehensive legal digest contain- 
ing a complete summary of all commer- 
cial laws relating to credits, collections 
and sales. It contains a detailed ex- 
planation of the rights, obligations and 
safeguards of creditors and debtors in 
all states. 

An outstanding feature is the Reader’s 
Guide, providing an outline of every 
step in a commercial transaction from 
the receipt of an order to its final dis- 
position. 

A valuable addition to the 1933 Man- 
ual consists of 20 tested successful col- 
lection letters now in use by member 
firms of the National Association of 
Credit Men. 

—A. B. 


Among those present 

and accounted for: 

PREVENTION OF AUTOMOBILE 
ACCIDENTS. By Victor W. Page. 
N. W. Henley Publishing Co., N. Y. 
$.75. 

About 34,000 people were killed and 
nearly a million injured in automobile 
accidents last year. Here is a booklet 
which is described exactly by its title. 


CREDIT POLICIES OF THE FED- 
ERAL RESERVE SYSTEM. By 
Charles O. Harcy. The Brookings 
Institution, Washington, D. C. 

The last Congress would have given 
the Federal Reserve System the task of 
establishing and maintaining a price 
level. More and more there is talk of 
what the Federal Reserve should and 
can do. This book deals with central 
banking policy fundamentals and an- 
alyzes Federal Reserve post-war credit 
policies as a touchstone of what the 
system can and can’t do. 


@ 

Anti-climax 

“Jones is the most brutally frank 
business man in town.” 

“How so?” 

“When he remits in payment, he al- 
ways writes: ‘You have already found 
the enclosed check.’ ” 
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ACCOUNTANTS! 


Here is what you want— Greatest Value 
in Accounting Information Ever Offered: 


the New 1932 Edition of the famous 


Accountants’ 
Handbook 


eee you work on 
the accounts yourself or 
use them in business manage- 
ment, the new ACCOUNTANTS’ 
HANDBOOK is the first place 
to go for help on accounting 
questions that come up in your 
business day. 


With this great Handbook, 
you are master of any situation 
you are likely to meet—everyday 
or emergency—from simple book- 
keeping to higher accounting. In 
it you will find ready to hand 
just the information you need 
for an up-to-date, practical solu- 
tion, whether you are looking for 
authoritative methods you can 
apply at once or for precedents 
and recommendations on whitch 
to base procedure of your own. 


An encyclopedia of 
accounting in 
one handy volume 


When you begin to use this 
Handbook, you extend imme- 
diately your accounting ability. 
Its 33 sections put at your com- 
mand for constant use modern 
practice covering the entire range 
of accounting. You have at your 
fingertips not only principles, 
working procedure, systems, 
forms, audits, etc., but executive 
controls, analytical methods, use 
of reports and statements. You 
don’t have to try to carry this 
whole vast field in your head. 

In dealing with any question, 
you can select, not merely the 
usual, but the best method for 
your purposes. You get the best 





Helps you increase 
accounting efficiency 


In every business today, the 
demand is for greater simplicity 
in accounting operations — for 
getting all needed data with less 
effort and at lowest possible cost. 
To accomplish this, all extras, 
all non-essential processes, are 
being chopped out. 

Nowhere else as in this Hand- 
book can you get the complete 
view of accounting you need to 
see where to make savings and 
how to put them into effect. And 
nowhere else can you get such a 
fund of methods and policies, in 
use by large and small organiza- 
tions, for increasing the efficiency 
of your accounting work. 


opinion on all angles involved— 
banking, legal, and financial, as 
well as accounting. 


A book on accounting 
every man in business 
can use 


Whatever your training and 
experience, you need this wonder 
book of accounting. When you 
are called upon to handle situa- 
tions outside your personal 
experience particularly, you. are 
sure to find in this Handbook 
just the guidance you need. 


If you are already seasoned in 
accounting, it offers you an in- 
exhaustible mine of tested, time- 
saving ideas and methods. If 
you are just forging upward in 
the business field, it will help you 
to develop a resourcefulness and 
a command of practical, modern- 


end No Money—5 Days’ Examination 
Easy Monthly Payments 


Only by putting the ACCOUNTANTS’ HANDBOOK to everyday 
use can you appreciate its tremendous value in your work. Let us 
place a copy in your hands so you can make this trial. You risk 
nothing. Simply mail the “‘on approval” coupon at the right. The 
Handbook will be sent you postpaid; if it isn’t what you want, send it 
back. If you keep it, send us a first payment of $2.50 at the end of 
the 5-day examination period, and two additional payments of $2.50 
each at 30-day intervals—$7.50 in all. 






TOTAL 









ISSUE OVER 100,000 COPIES 


When writing to “he e+” 


day accounting that can hardly 
fail to speed your advance to 
higher responsibility. 


Every feature designed 
to save you time 


Nowhere else, at any price, is there 
anything like the ACCOUNTANTS’ 
HANDBOOK. Concentrated in its 
1,873 pages is material equivalent to 
fully 4,500 of ordinary style—vital 
information for which you would 
otherwise have to search in countless 
specialized books, professional jour- 
nals, private reports, etc. 


Just this content, without con- 
sidering its range or the hundreds of 
authorities represented, would easily 
fill 10 large volumes, costing you many 
times the price of this whole handbook, 


Tables, rules, definitions, and for- 
mulas abound. A 60-page index, with 
over 7,000 references, leads you at once 
to any item. Durable flexible binding, 
with patent unbreakable back, insures 
you years of service. 


“One of the great 
business reference books 
of all time” 


“If I could have only one book in 
ty reference library, it would be the 
ACCOUNTANTS’ HANDBOOK.” — 
E. S. Budd, Mt. Vernon, Ohio. 


“Contains as complete a study of 
higher accountancy as can be found in 
many a correspondence course of 
twenty times its cost.” — H. 
Johnson, Ft. Worth, Texas. 


**Possession of it gives me a sense of 
security I have never before been able 
to feel.’”,—H. C. Toler, Bluefield, Va. 


“One book it is many times more 
expensive not to own, than to own.’’— 
L. E. King, Oklahoma City, Okla. 


“Saves many times its cost in 
handling difficult problems in account- 
ing that arise daily.’”,—O. A. Turney, 
Dunkirk, Ind. 


BUSINESS EXECUTIVES! 





aU TANIA) 


HANDBOOK 


SECOND 
EDITION 


Editorial Board of 
More Than 70 Authorities 


Edited by 
W. A. PATON, Ph.D., C.P.A. 


33 Sections 


Financial Statements; State- 
ment Analysis; Graphic Presen- 
tation; Account Classification; 
Cash; Investments; Land and 
Wasting Assets; Buildings and 
Equipment; Depreciation Prin- 
ciples—Rates; Plant Appraisals; 
Intangibles. 

Current Liabilities; Fixed Lia- 
bilities; Capital Stock; Surplus, 
Reserves, Dividends; Consoli- 
dated Statements; Income 
Determination; Receivables; Ac- 
counting Organization and Con- 
trol; Inventories; Budgeting; 
Sales. 

Manufacturing Costs; Distri- 
bution Costs; Standard Costs; 
Systems; Machine Methods; 
Public Accounting; Fiduciary 
Accounting; Business Law; 
Mathematical Methods and 
Tables; Principles of Double- 
Entry. 


1873 Pages; Superb Flexible 
Binding; Price $7.50 













MAIL THIS “ON APPROVAL” FORM 


i THE RONALD PRESS COMPANY, Dept. M 549 
ff 15 East 26th Street, New York, N. Y. 


Send me postpaid the new Second Edition of the ACCOUNT- 





i ANTS’ HANDBOOK. Within five days after its receipt, I ‘ 
will either send $7.50 in full payment or return the book to you. 
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An idea and experience ex- 
change on equipment, system 
and management in the mod- 
ern credit and business office. 


Burroughs adds 
new machines 

Burroughs Adding Machine Company 
presented the largest display of business 
machines, as well as the greatest num- 
ber of new products, in its history at 
the National Business Show in New 
York. A total of 91 individual ma- 
chines were in the exhibit. 

Among the new products shown for 
the first time were a new low-priced, 
desk model bookkeeping machine for re- 
tail stores and small offices, a new add- 
ing machine that subtracts as easily and 
as quickly as it adds, a number of type- 
writers featuring a variety of type 
faces, carriages of different lengths, 
tabulating keys, and other develop- 
ments, several new cash registering ma- 
chines, and a number of advanced book- 
keeping and _ typewriter-bookkeeping 
machine models. 

“Our company has adhered to its 
established policy of keeping our ma- 
chines abreast of business requirements,” 
says President Standish Backus, “‘and of 
developing new products that offer op- 
portunities for further economies in of- 
fice procedure. During the past year 
we have given especial attention to the 
changing needs of business: Our new 
developments are based entirely on these 
needs.” 

The new desk model bookkeeping ma- 
chine for retailers and small offices is 
considered an outstanding development 
by Burroughs officials. It is a low-priced 
machine, and for the first time brings 
within reach of even the smallest con- 
cern the many advantages and the 
economy of machine-posted records. 
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The market for this new machine far 
exceeds the market for any previous 
bookkeeping machine. 

In appearance, the machine is com- 
pact, and of desk model design. It is 
equipped with a full ten-column key- 
board, including date keys and stand- 
ard operating keys, and also with plus 
and minus operating bars which provide 
automatic addition and _ subtraction. 
The machine automatically adds debits, 
subtracts credits, prints a new balance 
with every ledger posting, and contains 
many automatic features which have 
hitherto been available only on the 
larger bookkeeping machines. 

A special exhibit of typewriters was 
featured in the company’s display. 
These machines showed the many re- 
finements and styles of machines made 
by the company since it entered the 
typewriter field last year. Models were 
shown equipped with various styles of 
type, with carriages of different lengths, 
with decimal tabulator keys, and with 
special billing attachments. 

A notable refinement in the com- 
pany’s typewriter is the new noise-ab- 
sorbing construction. Attention to this 
phase of typewriter design has brought 
a development that, according to the 
company, justifies it in claiming an un- 
usually quiet standard machine. The 
steps taken to achieve this result have 
in no way lessened the speed or oper- 
ating advantages, or sacrificed the dur- 
ability of construction of the standard 
typewriter. 

A new development was also shown 
in adding machines. This is a new 
electrically operated desk model that is 
equipped with both plus and minus op- 
erating bars. These are plainly marked 
so that the operator of the machine may 
add or subtract at will by simply de- 
pressing the proper bar. In operation, 
the machine will add columns of figures 
in either debit or credit position, and 
will supply either a debit or credit total. 
Or it will add and subtract intermit- 
tently, giving the correct debit or credit 
balance. This new feature is available 
in a wide variety of models. 

In the accounting machine division, 
a wide variety of new machines and 
new features are being presented. 
Among these is a new high-speed post- 
ing machine of the low-keyboard style. 
This machine is placed in a lower price 
range than the high-keyboard type of 
machine containing similar automatic 
features. It is a duplex machine, and 
provides a proof journal of all ledger 
entries. 
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A new typewriter bookkeeping ma- 
chine that is described as being almost 
entirely automatic is also announced. 


This machine adds or subtracts auto- 
matically, printing balances by one key 
depression with no motor bar operation. 
Credit balances are automatically com- 
puted and printed in red. 


"Five-point" 
chairs 

The General Fireproofing Company, 
Youngstown, Ohio, has brought out a 
posture chair for clerical workers, which 
adds to comfort the increased advantage 
of extreme lightness and ready port- 
ability. The “Goodform” chair, as it 
is named, is designed to correct im- 
proper seating through its “five-point 
adjustment features.” These include 
height adjustment of seat; height ad- 
justment of the back; horizontal: ad- 
justment of the backrest; spring tension 
of the backrest; and an independent 
automatic movement of the backrest, 
which is hinged to the chairback proper. 
Through these five adjustments the 
“Goodform” chair is made to conform 
to the figure of any occupant. It af- 
fords the correct seating conditions 
which will maintain physical comfort 
and alertness on the part of the office 
worker throughout the day. The chair 
io made of aluminum alloy throughout, 
with the exception of the chair iron and 
upholstery of the backrest. Thus light- 
ness and portability of high quality are 
dominant. 

The qualities of lightness and port- 
ability are considered to be equally im- 
portant with correct seating posture. 
The moving about of the chair by its 
occupant when leaving or returning to 
the desk can be a source of fatigue 
quite as much as discomfort while 
seated. 

The “Goodform” chair base is formed 
from a single sheet of aluminum alloy, 
and is free from the racking effects 
which may occur in chair bases which 
are an assembly of a number of parts. 
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WuHeEN sales drop off and_ profits 
shrink—there may still be a way to 
earn dividends. Office costs and over- 
head may still be too high. Cut them 
down by using Comptometer 
methods! 

In certain cases, the savings may 
equal—or at least contribute sub- 
stantially to the amount necessary 
for dividends. For example, a busi- 
ness capitalized at $200,000 reduces 
office costs $10,000 through Comp- 
tometer economies. As a result, it 
could pay a 5% return on $200,000 
worth of stock. 

Savings of $10,000 a year are not 
unusual for Comptometer installa- 
tions. A company in Detroit recently 
turned to Comptometer methods for 


recording and analyzing payroll and 


i 
ee 
ek 
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cost-figures. A far more expensive 
and the 
company estimates that a clear sav- 
ing of $10,000 annually will be made 


over former methods. 


system was displaced .. . 


Executives throughout the coun- 
try, in every line of business, find 
that the Comptometer not only 
effects direct economies, but 
turns out all types of figure- 
work more quickly and more 
accurately. 

Let a Comptometer represen- 
tative explain to you how this is 
accomplished, and point out the 
application of our methods to 
your business. From a_ short 
analysis of your work he can 
determine whether a substantial 


saving is possible, and if so, 


COMPTOMETER 
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When writing to Felt & Tarrant Mfg. Co., please mention Credit & Financial Management 


THE 
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approximately how much. Let him 
prove it by a practical test, without 
obligation on your part. Get in touch 
with your local Comptometer office, 
or write direct. Fert & Tarrant 
Merc. Co., 1717 North Paulina Street, 
Chicago, Illinois. 
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Insure to 
ensure! 








(Cont. from page 15) policies with the 
lowest cash values, in order to attach 
the most money. Thus when the trans- 
fer is made by absolute assignment, 
the insured surrenders all of the rights 
of his beneficiaries, himself and his ex- 
ecutors. In order to clear this point 
allow me to repeat. On personal life 
insurance, cash values are exempt from 
creditors where a beneficiary is directly 
named. This is not true where the in- 
sured’s estate is named as beneficiary or 
where the insurance is carried for busi- 
ness purposes. 

Another error frequently made is in 
the naming of wives as beneficiaries un- 
der business insurance. When this oc- 
curs, the insurance is paid directly to 
the widow and there is nothing to show 
that it is not part of the insured’s per- 
sonal life insurance. In many cases the 
widow has honestly contended that such 
insurance was not in payment of her 
interest but part of the personal life 
insurance of her deceased husband, and 
the successor has had to pay the inter- 
est a second time. 

In all cases the insurance should be 
paid to a disinterested party such as a 















































































































































































































































PARTNERSHIP 
CREDIT 


NASMUCH as the death of a 
partner automatically dis- 
solvesapartnership, creditorscan 
force their claims for settlement 
at once. When it is remembered 
that any partner is liable for all 
the debts of the partnership, it 
can be readily seen that a 
partner’s dependents are vitally 
affected by such an occurrence. 
Business Life Insurance can 
be carried by the firm for the 
reinforcement of credit against 
such a situation. For further 
information regarding its uses 
address :— 
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LIFE INSURANCE COMPANY 


or Boston, MASSACHUSETTS 


197 Clarendon St. Boston, Mass. 
Please send information partnershi: 
credit - “i 





























trust company, even where the amount 
involved is not very great. In addition, 
a business insurance agreement should 
be drawn by an-attorney covering the 
specific disposition of the insurance. In 
such an agreement other attitudes in 
prior cases should play no part, but the 
agreement should be drawn to cover 
the best interests of all concerned. As 
long as all parties feel that the agree- 
ment is entirely fair, it can be consid- 
ered a good agreement. As an aid to 
anyone considering such an agreement 
in the future, the following points are 
suggested and undoubtedly many ad- 
ditional points will be thought of by the 
parties in the contract and the legal 
counsel assisting in the situation. 

Points in business agreement: 

1. The insurance—(giving policy 
numbers and companies) —is carried for 
a stipulated purpose. 

2. The trustees agree to carry out 
the trust. 

3. The heirs must be bound to sell 


their interest. 


4. The successors must be bound to 
purchase the decedent’s interest. 


§. Method of evaluation of the busi- 
ness. (Most agreements call for a spe- 
cial inventory at the expiration of 30 
days from. date of death. It is not wise 
to take the last inventory or to await 
the next annual inventory due to the 
fact that conditions may have changed 
in that time). 


6. What is to be done if insurance 
is greater than the interest of heirs. (In 
most cases the insurance is paid in full 
so that the heirs will suffer no loss). 


7. What is to be done if insurance 
is less than the interest of heirs. (In 
such cases, most agreements provide that 
the balance be paid by a series of notes 
with six percent interest, falling due 
over a period of years, annually, rang- 
ing up to five or ten years.) 

8. Disposition of the surviving pol- 
icies. (Very often the survivors are 
permitted to buy the policies for their 
personal use for the amount of the 
premiums paid, but more often for the 
amount of the cash values of same. If 
they are not desired by the survivors, 
the cash values are then thrown in with 
the other assets. Some agreements al- 
low the survivors to retain the policies 
without charge.) 

9. The agreement may be revoked 
or changed by mutual consent of all 
parties. 

As previously stated the individual 
agreement must be drawn to fit the 
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specific problems of the business and 
must be mutually agreeable to the 
parties involved. All questionable 
points must be cleared in the agreement 
because of the fact that this cannot be 
done when one of the policies mature. 
In addition, thinking back one month 
is a difficult task, and as time goes on it 
becomes more and more difficult to re- 
call what has been agreed upon unless 
it is in writing. 

If you do not own business life in- 
surance, it is something you should 
think about at once. If you are among 
those who do possess it, thought should 
be given to that which you have, so 
that in the event readjustment is neces- 
sary, this can be accomplished now. 


Pressing 


\ collections 


(Cont. from page 13) Company, or James 
J. Walker, secretary-treasurer, go 
through the files and examine each ac- 
count. Of course this task is greatly 
simplified because a visible record is 
used which naturally speeds up the 
examination. Nevertheless, it is consid- 
ered so important that the proper at- 
tention be given to each account, that 
accounts be collected but that custom- 
ers be held, that these two high execu- 
tives of the company take the time and 
trouble to study the collection card 
records each month, especially the 
records of those customers who have 
gotten behind in their payments. 

As a further aid in passing judgment 
on individual accounts a complete folder 
of all correspondence in connection 
with each account is kept on file. In 
other words, each decision made is based 
upon the fullest possible information 
toward the end that it may be the 
wisest possible decision. 

With accounts scattered over the en- 
tire country and with these accounts 
varying all the way from a machine 
bought by a little tailor to dozens of 
machines bought by one large concern, 
with accounts in the largest cities and 
in the smaller communities, this sys- 
tem has worked out in a most efficient 
and effective manner. Every month the 
analysis sheet shows just how the ac- 
counts stand. It is easy to compare the 
record of this month with that of last 
or with the corresponding months of 
the years that have past. An analysis 
can be made at short notice on any day, 
if desired. The chief executives always 
have the information in regard to col- 
lections at hand. 
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TABILITY COUNTS 


> * ¢ © — at all times, but especially 
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so during times of stress. Stability— what an 


: essential characteristic in any institution having 

he financial responsibilities! It breathes sound- 

. ness, constancy and solidity. It is the rock 

: of security that lives through every storm. » 

E The stability of the Home Insurance Com- 

: pany of New York is assured because 

“4 of its financial strength, oe ee 

< ing methods and reputable business prac- 
~ tices and these are supplemented by a repu- 

os tation based on over seventy-nine years of 
- dependable service to agents and policyholders. 

= | | THE HOME estes NEW YORK 
ae COMPANY 

E 59 MAIDEN LANE i NEW YORK, N. Y. 
lay, 

- Strength «» Reputation « » Service 
a ) 


When writing to The Home Insurance Company, please mention Credit 8 Financial Management 


Ss Answers to 
credit FA 


_. questions 


&FT conducted by Walter C. Foster 


The National Association of Credit 
Men supplies answers to credit ques- 
tions and some of the answers, of gen- 
eral interest are printed reqularly in 
Credit and Financial Management. 
Advice cannot be given, however, re- 
garding legal rights and _ liabilities. 
Such advice should be obtained from 
an attorney to whom all the facts 
should be stated. When such inquir- 
ies are received, information is fur- 
nished only as to the general principle 
of law involved. 


Liability of administrator on contracts 
with decedent's estate 


Q. Has indebtedness incurred by an estate 
priority over claims of creditors before demise 
of deceased, and is administrator personally 
liable for debts incurred by the estate? 

A. While it has been laid down in some 
cases that where the personal representative 
is authorized to carry on the business of the 
testator, the debts incurred in so doing are 
chargeable against the estate and not against 
the representative individually, the more gen- 
eral rule is that even under such circumstances, 
the representative is personally liable for all 
debts contracted in carrying on the business, 
unless he exacts an agreement from the per- 
sons with whom he deals to look to the funds 
of the estate exclusively, although he has a 
right to be indemnified out of the estate. Where 
the representative is authorized to carry on the 
business, only such assets of the estate as are 
invested in the business at the time of de- 
cedent’s death can be considered as trade assets, 
and in the absence of some clear authority 
under the will, the other propertv of the estate 
cannot be subjected to the risks of trade or be 
made liable for debts contracted by the repre- 
sentative in carrying on the business, although 
where adequate authority is given by the will, 
a representative may bind the general assets 
by a purchase of goods on credit for the busi- 
ness. Where an administrator acts without 
authority in employing the assets of the estate 
in the business, all debts contracted in the 
course of such business are the personal debts 
of the representative and the creditor cannot 
hold the estate. 


Consignments 


Q. Is a consignment of goods held by a con- 
cern recently declared bankrupt available for 
creditors of that concern or could it be with- 
drawn by the consignor when the merchandise 
is held on a strict consignment basis and pay- 
ment made only on the amount of merchandise 
sold from such consignment at the end of each 
month? 

A. In the event of the bankruptcy of the 
consignee, the consigned merchandise can be 
reclaimed, if properly identified. 


Status of cashier's checks after 


bank has failed 


Q. Is cashier’s check in payment of sight 
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40 


and FINANCIAL MANAGEMENT... . . DECEMBER, 


drafts drawn on creditor’s customer a preferred 
claim on the bank which became defunct be- 
fore check was presented for payment? 

A. The relationship between the bank and 
the owner of a sight draft where the draft 
was sent for collection only, and a cashier’s 
check which was sent for the purpose of remit- 
ting the funds, is that of bailor and bailee; and 
the money can be recovered even after the 
failure of the bank by moving for an order 
directing the Superintendent of Banks, Receiver 


or other liquidating officer to pay over the 
fund. 


Wiring for 
\ profits 


(Continued from page 11) 


It so happened that this particular 
test was conducted with the assistance 
of installment houses dealing in furni- 
ture. Messages were addressed to cus- 
tomers who were over-due on time pay- 
ments. The three messages used fol- 
low: 

Number One: — DISAPPOINTED IN 
NOT RECEIVING PAYMENT ON YOUR 
INSTALLMENT ACCOUNT MUST INSIST 
ON RECEIVING AT LEAST (SUM _IN- 
SERTED) BY (DATE INSERTED) 

Number Two:—PaYMENT ASKED ON 
YOUR INSTALLMENT ACCOUNT BY 
(DATE INSERTED) NOT YET RECEIVED 
AVOID EMBARRASSMENT SEE US TODAY 

Number Three:—(Variations) IM- 
PORTANT YOU CALL AT ONCE AND ASK 
TO SEE OUR COLLECTION MANAGER WE 
HAVE PLACED CHATTEL MORTGAGE EXE- 
CUTED BY YOU TO US IN THE HANDS 
OF OUR ATTORNEY WITH INSTRUCTIONS 
TO PROCEED AGAINST YOU WITHIN 
THREE Days (Signed Legal Department) 

Or:—Aa SHERIFF WILL CALL (DATE 
INSERTED) TO REMOVE OUR PROPERTY 
ARRANGE TO BE HOME ON THAT DAY 
SO THAT THE SHERIFF WILL NOT BE 
COMPELLED TO USE ANY FORCE IN 
GAINING ENTRANCE. 


Such drastic telegrams are, of course, 
peculiar to installment houses of a not 
very high type of clientele. Recent in- 
vestigations have brought to light other 
effective messages of a less threatening 
nature, such as: 


1. OUR PATIENCE EXHAUSTED MUST 
HAVE ACCOUNT PAID AT ONCE 

2. PREVIOUS REMINDERS OF AR- 
REARS IGNORED FURTHER NEG- 
LECT WILL NECESSITATE DRASTIC 
ACTION 
PLEASE SEND CHECK PAYMENT 
(INSERT DATE) STATEMENT DUE 
AND PAYABLE (INSERT NUMBER) 
DAYS AGO IF YOU HAVE ALREADY 
MAILED CHECK PLEASE WRITE 
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AND TELL US SO IF YOU HAVE NOT 
DONE sO NOW IS THE TIME TO 
DO IT 
PLEASE SEND CHECK FOR AC- 
COUNT LONG PAST DUE WIRE 
ANSWER 
WE DELIVERED YOU MERCHAN- 
DISE IN GOOD FAITH WHY DON’T 
YOU PAY OUR BILL 
ACCOUNT LONG OVERDUE CLOS- 
ING BOOKS EXPECT CHECK MORN- 
ING’S MAIL 

7. REMIT AT ONCE OR DRASTIC AC- 
TION FOLLOWS 


All the above messages have brought 
surprisingly successful results. One 
customer using Number Six sent it to 
forty customers all of whom had ig- 
nored collection letters. Within twelve 
hours 31 out of the 40 paid up their 
accounts. Another firm making fre- 
quent use of Numbers One, Four and 
Seven reported that telegrams had 
“saved us many thousands of dollars in 


STATEMENT OF THE OWNERSHIP, MANAGE- 
MENT, CIRCULATION, ETC., REQUIRED BY THE 
ACT OF CONGRESS OF AUGUST 24, 1912. 

Of CREDIT and FINANCIAL MANAGEMENT, pub- 

lished monthly at New York, N. Y., for October 1, 
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STATE OF NEW YORK, 
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Before me, a Notary Public in and for the State and 
county aforesaid, personally appeared Chester H. McCall, 
who having been duly sworn according to law, deposes 
and says that he is the Editor and Publisher of the 
CREDIT and FINANCIAL MANAGEMENT, and that 
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collection fees”, and added ‘“further- 
more, we have retained the customer’s 
good-will, which, in many cases would 
have been lost had we proceeded through 
some other channels to make collc- 
tions”. 

Many similar result stories could be 
furnished. We ourselves are satisfied 
that we have a service credit men can 
use with profit. We have taken our 
own medicine—and like it! 


The business 
y thermometer 


(Continued from page 9) 


6. The industrial banking commit- 
tees to make private efforts at 
stimulation, organized in each of 
the twelve Federal Reserve dis- 
tricts. 

7. The Federal Farm Loan Board. 

8. Unemployment relief committees. 

9. The Commodities Finance Cor- 
poration for stimulating orderly 
production and marketing of 
commodities from raw material 
to consumers. 

10. The Railroad Credit Corporation 
using surcharges on freight rates 
as capital. 

11. The Agricultural Credit Corpo- 
ration for making live-stock loans. 

12. Direct loans by the Secretary of 
Agriculture for seed. 

13. Loans to states for federal-aid 
highways. 

14. Joint-stock land banks. 

The majority of our people have no 
clear conception of the total number of 
constructive and relief agencies now at 
work, nor as to their enormous credit 
strength and power. They exceed any 
effort ever made in the interests of re- 
newed industrial and business activity. 
Not only has an enormous supply of 
government credit been made available, 
but private initiative has been recruited 
and mobilized most effectively. 


All these generous credits constitute 
enormous borrowing and enormous in- 
debtedness. The hope is that by spread- 
ing this over a period of several years, 
business and industry will be able to 
continue providing work and wages 
during such subnormal years as still lie 
ahead of us. Even the most optimistic 
do not look for the return of 1923- 
1925 conditions in a shorter period than 
two years. The rate of acceleration de- 


pends not only upon increased purchas- 
ing power in the hands of the farmer 
and the wage and salary earner, but 
by the extent to which our foreign 


neighbors are able to re-establish inter- 
national credit and trade. 


The significant if small improvement 
in business activity which first made its 
appearance in July is expected to have 
reached a temporary high peak during 
October, to be followed by the usual 
seasonal recession during the winter 
months. 


Business activity has been so slow in 
showing revival in the heavy industries 
that it is not likely that enough momen- 
tum will be engendered to override the 
usual seasonal declines in midwinter. 


However, recession this winter may 
well be far less pronounced in character 
than in the two previous years, when 
seasonal movements were accentuated 
by general deflationary pressure. 


P. $., He 
y got the cash! 


(Cont. from page 16) circumstances, and 
much less in considering this small bal- 
ance of $40.00. We may say with 
equal sincerity that you should divorce 
from yourself any idea that we have 
picked out your account especially to 
concentrate our collections energies on. 


We want to maintain friendly con- 
tact with you, Mr. Langborn, but it 
does seem a little unreasonable for you 
to expect us to carry this small balance 
into the new year. However we are 
going to call a halt to all correspon- 
dence for thirty days in the hope that 
you will clean the account up within 
that time. 


Gentlemen: 

Enclosed herewith please find check 
for $40.00 which wipes the slate clean, 
thank God. Please send receipt show- 
ing old balance paid in full as I want 
ts frame it. 


Forecasting 
y credit responsibility 


(Cont. from page 19) and present opera- 
tions, as revealed by balance sheets, and 
operating statements, and the prepara- 
tion of an operating and financial bud- 
get for the period involved. The prep- 
aration of this budget necessitates a 
knowledge of the trends within the in- 
dustry, both seasonal and economic; 
seasonal as a basis for the determina- 
tion of sales volume, and economic as a 
basis for estimating price changes. The 
ability to judge economic trends is pro- 
portional to one’s acquaintance with 
economic laws and statistical procedure. 





The close analysis as outlined above is 
not necessary in every case where the 
credit extended is only for ninety day 
periods. It is required, however, in all 
border line cases, which cases after all 
if accepted and rejected properly de- 
termine to a large extent the success or 
failure of a business.. Herein lies the 
chief value of the credit department. 


A substantial per cent of our out- 
standing credit is represented by credit 
instruments with maturities years and 
even decades in the future. This class 
represented by mortgages and bonds of 
various types and classes may be charged 
with being to no small extent responsi- 
ble for the seriousness of the present 
world depression. Throughout the his- 
tory of our country we have been pe- 
riodically subjected to severe depres- 
sions during which years our natural 
resources failed to support the super- 
structure of credit erected preceding 
the collapse. This recurrence of busi- 
ness inactivity with its attendant loss 
and decline in all values in terms of 
money causes to devolve upon the per- 
son who attempts to determine the 
ability of a business to pay its fixed 
obligations the necessity of forecasting 
its ability to live through a period of 
severe depression. This cannot be de- 
termined by analysis based entirely upon 
past experience. If those who were re- 
sponsible for the purchasing of securi- 
ties offered for sale would have at- 
tempted to determine the ability of the 
borrower to carry on at a rate sub- 
stantially below normal, a very large 
part of those securities sold would 
never have been offered. It seems that 
the ability of the creditor to survive 
several years of sub-normal activity 
should be one of the prime factors to 
consider in the determination of the 
value of securities the maturity of 
which is one or more decades in the 
future. Obviously the conventional 
analysis, if any analysis of financial 
strength is made will not enable the 
formation of a mature opinion with 
reference to future ability to pay. 

The person upon whose judgment the 
decision to buy or not to buy depends, 
should have all of the qualifications 
here-to-fore enumerated. He should 
be an accountant in order to determine 
the present financial condition of a 
business; he should be a statistician to 
the extent of being able to tabulate and 
interpret data with reference to busi- 
ness trends; he should be sufficiently ac- 
quainted with the principles of eco- 
nomics to recognize causes and predict 
probable results, and (Cont. on page 42) 
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Forecasting 
| credit responsibility 


(Cont. from page 41) finally he should 
be acquainted with the machinery by 
which our industrial world is directed. 

To acquire the qualifications just 
enumerated requires years of intense 
application. Few persons have the pers- 
everence to broaden sufficiently their 
scope of knowledge to make their con- 
clusions worth while. In the “beat 
yesterday” days when the trend lines 
on all business charts were ascending at 
a steep angle, the persons equipped to 
express reliable opinions were too often 
relegated to the limbo of lost souls to 
be tolerated only for the sake of ex- 
ternal appearances. 

When those responsible for the direc- 
tion of our credit machinery upon 
which to a large extent our present 
civilization rests require that it be con- 
trolled by men who merit their positions 
of trust by virtue of their knowledge 
of the fundamentals of our economic 
system, then we will have reached an- 
other milestone in the elimination of 
the miseries of recurring depressions. 





In his eighth paragraph Mr. Miller 
states that, “capital cannot be deter- 
mined by scrutinizing past paying 
habits etc.” The basic purpose of pay- 
ing habit information, or ledger experi- 
ence, is to indicate both a man’s capaci- 
ty and his habits in paying his bills. 
Credit management should interpret 
capacity from two angles: (1) The ca- 
pacity of a debtor to do business profit- 
ably. (2) The capacity of a debtor to 
pay his bills promptly. Ledger experi- 
ence, from the commercial credit exec- 
utive’s viewpoint, is the most accurate 
method available today upon which to 
judge the probability of payment. Fu- 
ture paying performance must be based 
on past and present paying perform- 
ance.—Editor. 


i 


(Cont. from page 28) one major thing: It 
puts the business in a position to make 
the most of what it has for the future. 
A dollar earned in 1933 is more impor- 
tant than a dollar lost in 1932. It is to 
1933 and subsequent years that business 
should now look and everything which 
harasses the future prospect of profitable 
operations should be cut off and left 
in the wake. 
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How fixed are 
fixed assets? 


“Not merely one, nor one. hundred, 
nor one thousand, but literally tens of 
thousands of corporations are in a posi- 
tion today to operate with a degree of 
profit or with fair assurance of profit 
in the future, even though their man- 


agers do not think so. A proper ac- 
knowledgment of the value of assets is 
recognition of the truth, and the truth 
is always enlightening and helpful. 

“A company suffers, perhaps, from 
what it calls ‘over-capacity’. It has too 
much plant, too large facilities, too high 
values, to be carried by currently avail- 
able business. Some of the current ex- 
cess may be justified; the low volume 
of business and the unprofitableness of 
business will not always continue what 
it is today. Too many managements, 
however, still have their minds on the 
volumes of 1927-28-29. Or, even if 
they accept the probable fact that a re- 
turn to these levels is not within sight- 
ing distance, they postpone the ordeal 
of acquainting those financially inter- 
ested with the facts. 


“Thus the over-capacity becomes a 
dead load which saps the vitality of that 
portion of the business which is alive. 
The dead portion should be cut off and 


thrown away, if necessary. 


“A ‘write-down’ of assets compels 
those financially interested to recognize 
in one dose the losses which otherwise 
they would be forced to accept in nu- 
merous small doses. 


“Many companies complain that they 
are selling at a loss. This may be true. 
Competition may compel them to sell 
below what they figure as their costs. 
To boost prices may be desirable, but 
to reduce costs may be equally impor- 
tant, or even more important. When 
cost figures include fictitious overhead 
and inflated plant values, the cost fig- 
ures are not accurate, and they repre- 
sent the plight of the business as worse 
than it actually is. Bitter competition 
cannot be avoided in the next few years, 
but it can be met best when the cost 
figures are dependable.” 


Obvious 
M triumph 


(Cont. from page 21) by you should be 
but the beginning and the signal for the 
Credit Department of our business in- 
stitutions to be more closely allied with 
the Sales Department—in fact the 
Credit Manager and the Sales Manager 
should have their desks side by side and 
each should be an assistant to the other.” 








Gentlemen: 


“We greatly appreciate the spirit 
which prompted you to write your 
pleasant letter of June 16th, and we 
thank you for the compliment you have 
paid to us. It is our observation that 
most credit managers have cold eyes 
and frozen faces, but it is evident that 
your Company has one who has some 
sunshine in his soul and is willing to 
loosen up and admit it. 

“Your letter was considered today at 
the weekly meeting of our Department 
heads, and it was suggested that we 
pass along the pleasant thoughts which 
you had sent to us. We are, therefore, 
taking the liberty of adopting your 
letter as one which we will send to our 
own customers who are not among those 
who disturb the peace of mind of our 
credit department.” 


Gentlemen: 

“This is to acknowledge receipt of 
your letter of May 19th and while same 
does not call for a reply, nevertheless, 
we cannot let the opportunity pass 
without reciprocating the kindly feel- 
ings which you have evidenced toward 
our firm. 

“In this day and age of keen com- 
petition it is certainly refreshing to re- 
ceive a letter such as yours happens to 
be. Your firm has always been visual- 
ized to us by your splendid salesman, 
Mr. C. W. Reed. We now will have 
two members in which the Merrell- 
Soule organization will be visualized by 
us, one of whom will be yourself.” 


Gentlemen: 

“Your voluntary letter of January 
17th regarding our account has had a 
rather decided effect on the writer. It 
is indeed, a pleasure and a satisfaction 
to know that there is at least one credit 
manager who does appreciate the ef- 
fort of the firm that discounts all pur- 
chases; and as you stated there is also a 
glow of satisfaction on my part just 
to receive a communication of satisfac- 
tion from your department, as you 
know we were the firm that pioneered 
your products in Colorado (especially 
Denver). We still maintain the reputa- 
tion of supplying the best and all of 
Merrell-Soule’s products.” 


Definitions 

“What is a debtor, pa?” 

“A man who owes money.” 

“And what is a creditor?” 

“The man who thinks he’s going to 
get it.” 
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“Blue Points”” 


for greenbacks 


by C. M. LITTELJOHN 


What to use for money? That is 
S the most pressing question of the 

day. The South Sea islands use in 

some instances, or on some isles, 
various shells for money, although. 
some use pretty red feathers. And now 
“oyster shell” money has come to a 
city of the Pacific Northwest—but 
there is real method to this oyster 
money. 

Adopted in Raymond, Wash., follow- 
ing the closing of a bank there, the new 
“currency” with its engraving of an 
oyster shell, advertises the new oyster 
industry of the Willapa Harbor region 
in a most alluring and effective manner. 

This new kind of greenback, issued 
by the Chamber of Commerce of that 
city late in May 1932, on pledges of 
proofs of claims against the First Wil- 
lapa Harbor National Bank, to the 
amount of ten per cent of deposits, is 
probably the first currency to make use 
of the vernacular “two bits” and “four 
bits”. It is issued in amounts repre- 
senting 25c, 50c, $1. and $5. 

Inasmuch as it must be redeemed 
prior to July 1, 1933, a great deal of 
this new currency will represent a gain 
to Raymond, since numismatists are al- 
ready beginning to call for the oyster 
money, to hoard it, keep it out of circu- 
lation, and look at it 50 years hence as 
a souvenir of this depression. 

At Tenino, Wash., wooden money 
was recently used, and its value soared 
two-to-one, due to numismatists and 
others desiring the wooden “shin plas- 
ters” (relics of a prior depression), 
creating more of a demand than the 
existing supply. Numismatists all over 
the country began to ask for this 
‘wooden currency. 

Tourists passing through Tenino, 
‘Wash., paid cash for the shingles that 
pass for money and have taken many 
away with them,—never to be redeemed 
by the Chamber of Commerce. 

So with the Oyster Shell money of 
Raymond,—the “two bits” and “four 
bits” pieces—the Chamber of Commerce 
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may not have to redeem in a year the 
large amount which will doubtless be 
held by “collectors” of the peculiar cur- 
rencies the depression is creating in this 
country. 

One face of the paper bills, which are 
not even printed on paper which would 
insure against outside duplication (so 
much faith do these Washingtonians 
have in their currency!) carries in large 
type the words, “Raymond’s Oyster 
Money”. In each corner is the amount 
the bill represents, ie. “two bits”. 
Across the face, right where national 
bills carry a face of George Washing- 
ton, is a drawing of an oyster with 
some undecipherable hieroglyphics in 
the form of a crude seal, perhaps, on 
either side of the oyster. 

Upon the reverse side of this depres- 
sion currency is a note about the re- 
deemability of the bill and a number 
stamped upon it with an ordinary num- 
bering stamp and purple ink. 

In one corner is a box of type which 
declares that “this certificate will not 
be redeemed and will become void un- 
less presented to the Raymond Chamber 
of Commerce on or before July 1, 1933 
provided a dividend of at least ten per 
cent. has been paid prior to that date.” 
If you have such bills but aren’t inter- 
ested in collecting, there’s your warn- 
ing! 

The promise of redemption is con- 
tained in another paragraph which states 
that “This certificate is redeemable from 
the proceeds of depositors’ certificates 
issued by the receiver of the First Wil- 
lapa Harbor National Bank of Raymond 
and assigned to the Raymond Chamber 
of Commerce, and within ten days 
after a dividend of ten per cent. is 
paid, the Raymond Chamber of Com- 
merce will pay to the holder thereof 
twenty-five cents in United States cur- 
rency.” : 

The bill is signed by the President 
of the Chamber of Commerce. 


A boy does as his father does, not as 
his father says. 


WILLIAM FEATHER 
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Vernor Hall 

\ died suddenly 

Vernor Hall, manager of the North 
Texas Adjustment and Credit Inter- 
change Bureau, secretary of the Dallas 
Wholesale Credit Men’s Association and 
nationally recognized authority on cred- 
its and bankruptcy, died Thursday, 
Nov. 17, of pneumonia. He was taken 
suddenly ill Wednesday, was removed 
Thursday morning to Dallas Methodist 
Hospital and died there at night. He 
was 48. 

Born in Purdy, Tenn., on June 18, 
1884, Mr. Hall came to Dallas in 1908. 
His first job was on the Farm and 
Ranch Magazine. Later he was asso- 
ciated with the Dodson Saddlery Com- 
pany and then joined the Blair & Hughes 
Grocery Company as credit manager. 
A man of much vitality and great en- 
ergy, he became interested about 1922 
in credit interchange and brought about 
organization of the North Texas Bu- 
reau, becoming its first manager and 
remaining in that position until his 
death. 

He was at one time president of the 
Dallas Wholesale Credit Men’s Associa- 
tion, serving as secretary for many 
years; was active in the Texas asso- 
ciation: and was at one time a director 
of the National Association of Credit 
Men. 

Recognizing his authority and expert- 
ness in bankruptcy matters, Lloyd Gar- 
rison, Special Assistant Attorney Gen- 
eral, sought his advice several times 
while carrying on a special investigation 
of bankruptcy law and administration 
and incorporated some of Mr. Hall’s 
suggestions in the draft of the new 
bankruptcy law which will probably be 
presented to the next Congress. 

In his comprehensive report of his 
investigations, Mr. Garrison compli- 
mented Mr. Hall’s bureau highly as one 
of the half dozen most efficient in the 
country. 

Well versed not only in the law but 
in the lore of political history, Mr. Hall 
was a Democrat of the Jeffersonian 
philosophy. He was probably best 
known to Dallas, however, for his ex- 
ploits with the famed and funny Bone- 
head Club. He was president of the 
Bonehead University and gained such a 
reputation with his wit in this connec- 
tion that he was frequently called on 
to “lecture” on his “bonehead” theories. 

Within the last few years he deliv- 
ered some of these “lectures” in Boston 
and New York. Some time before his 
death he had been (Cont. on page 47) 
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RESULTS 


The Approved Adjustment Bureaus are approved by the Association because 
they meet rigid requirements insuring results. 

The Approved Adjustment Bureaus are approved by Bureau Service users 
because they attain results. 

During the past twelve months the Bureaus have returned approximately 
$21,714,500 to Bureau Service users. Approximately $13,200,000 of past due 
accounts have been collected for Bureau Service users. Approximately $7,750,000 
have been recovered for Bureau Service users through friendly out of court 
assignments. Approximately $764,500 have been recovered through bankruptcy 
proceedings. 

The Approved Adjustment Bureaus have the entree. They gain a hearing. They 
attain results. 

To share in the $21,714,500 returned to Bureau Service users, become a user 
of the services of the nearest bureau of the .. . 
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Approved Adjustment Bureaus 


November 15, 1932 


The services offered by each of the Bureaus listed below are indicated by symbols which appear after each listing, as follows: 
A—Assignments B—Bankruptcy Claims Representation C—Collections P—Personal Contact Service R—Receiverships T—Trusteeships 


ARIZONA—PHoENIx—Adjustment Bureau, of the Ari- 
zona Ass’n of Credit Men, 314 Title & Trust Bldg., 
Lyle N. Owe.s, Mgr.; J. L. Vance, Asst. Mgr. 
(ABCPRT) 


CALIFORNIA—Los ANcELEs—Collections and Traveling 


Adjuster Service. Collection Division of the Los 
Angeles C.M.A. 804-5 Board of Trade Bldg. Reid 
Fulkman, Mgr. (CP) 


OakKLaNp—Adjustment Bureau of the Oakland Ass’n 
of Credit Men, 414 Central Bank Bldg., K. S. Thom- 
son, Mgr. (ABCPRT) 


San Francisco—Adjustment Bureau of the Credit 
Managers’ Ass’n of Northern and Central Calif., 333 
Montgomery St., O. H. Walker, Mgr. (ABCPRT) 


COLORADO—Denver—Adjustment Bureau of the Rocky 


Mountain A.C.M. 810 Fourteenth St., James B. Mc- 
Kelvy, Mgr. (ABCPRT) 


CONNECTICUT—New Haven—Adjustment Bureau of 


the Connecticut A.C.M. 23 Temple St., Eugene N. 
Dietler, Mgr. (ABCPRT) 


DISTRICT OF COLUMBIA—WasHINcTon—Adjustment 
Bureau of the Washington C.M.A., 827 Munsey Bldg., 
D. E. Sessions, Acting Mgr. (ABCPRT) 


FLORIDA—Tampa—Adjustment Bureau of the Tampa 
A.C.M., 4 Roberts Bldg., S. B. Owen, Mgr. (ABCPRT) 


GEORGIA—ATLANTA—Adjustment Bureau of the At- 
lanta A.C.M., 305 Chamber of Commerce Bldg. F. H. 
Sned, Mgr. (ABPRT) 


IDAHO—Boise—Adjustment Bureau of the Boise A.C.M. 
208-9 McCarty Bldg., H. L. Streeter, Mgr. (ABCPRT) 


ILLINOIS—Cnicaco—Adjustment Bureau of the Chi- 
cago A.C.M., 1400 Midland Bldg., 176 W. Adams St., 
H. W. Cline, Mgr. (ABCPRT) 


INDIANA—EvansvittE—Adjustment Bureau of the 
Evansville A.C.M., 504 Furniture Bldg., A. H. Osch- 
mann, Mgr. (ABCPRT) 


INDIANAPOLIS—Adjustment Bureau of the Indian- 
apolis A.C.M., 901 Peoples Bank Bldg., Merritt Fields, 
Mgr., (ABCPRT) 


SourH Benp—Northern Indiana Adjustment Bureau, 
2nd fi., The News Times Bldg., E. J. Payton, Mgr., 
(ABCPRT) 


1OWA—Davenport—Adjustment Bureau of the Tri- 
City Credit Men’s Ass’n., 1001 First National Bank 
Bldg., H. B. Betty, Mgr., (ABPRT) 


Des Moines—Adjustment Bureau of the Des Moines 
A.C.M., 818 Valley National Bank Bldg., Don E. 
Neiman, Mgr. (ABCPRT) 


Sioux Crry—Adjustment Bureau of the Inter-State 
A.C.M., Badgerow Bldg., P. A. Lucey, Mgr. 
(ABCPRT ) 


KANSAS—Whcnira—Adjustment Bureau of the Wichita 
Association of Credit Men, 4th Floor, First National 
Bank Bldg., M. E. Garrison, Mgr. (ABCPRT) 


KENTUCKY—Lexincron—Adjustment Bureau of the 
Lexington Association of Credit Men, 505-6 Security 
Trust Bldg., E. M. McGarry, Mgr. (ABCPRT) 


Loutsvitte—Louisville Credit Men’s Adjustment 
Bureau, 3rd Floor, Speed Bldg., S. J. Schneiaer, 
Mgr. (ABCPRT) 


LOUISIANA—New Or.eans—Adjustment Bureau of the 
New Orleans Credit Men’s Ass’n., 1007 Queen and 
Crescent Bldg., Chas. G. Cobb, Mgr. (ABCPRT) 


MARYLAND—BattimorE—Adjustment Bureau of the 
Baltimore Ass’n. of Credit Men, 301 West Redwood 
St., George J. Lockner, Mgr. (ABCPRT) 


MASSACHUSETTS—Sprincrie_p—Adjustment Bureau of 
the Western Mass. Ass’n. of Credit Men, 616 State 
Bldg., H. E. Morton, Mgr. (ABCPRT) 


MICHIGAN—Derroirr—Adjustment Bureau of the De- 
troit Association of Credit Men, 1282 First National 
Bank Bldg., L. E. Deeley, Mgr., (ABCPRT) 


Granp Rapms—Adjustment Bureau of the Grand 
Rapids Credit Men’s Ass’n., 602-8 Association of 
Commerce Bldg., Edward DeGroot, Mgr. (ABCPRT) 


MINNESOTA—DututH—Duluth Jobbers Credit Bureau, 
Inc., 501 Christie Bldg., E. G. Robie, Mgr. (ABCRT) 


MINNEAPOLIs—Collections and Traveling Adjuster 
Service; Associated Creditors, Inc., 420 Rand Tower, 
H. S. Holbrook, Sec’y-Treas. For Rehabilitations and 
Liquidations see St. Paul (CP) 


St. Paut—Rehabilitations and Liquidations, The 
Northwestern Jobbers Credit Bureau, 238 Endicott 
Bldg., W. C. Rodgers, Mgr. For Collections and 
Traveling Adjuster Service, See Minneapolis (ABRT) 


MISSOURI—Kansas Crty—Adjustment Bureau of the 
Kansas City Association of Credit Men, Sth Floor, 
Carbide and Carbon Bldg., 912 Baltimore Ave., C. L. 
Davies, Mgr. (ABCPRT) 


Sr. Louts—Adjustment Bureau of the St. Louis As- 
sociation of Credit Men, 214 N. Sixth St., Orville 
Livingston, Mgr. (ABCPRT) 


MONTANA—Buuincs—Adjustment Bureau of the Mon- 
tana-Wyoming Association of Credit Men, Box 1184, 
Meredith Davies, Mgr. (ABCPRT) 


Great Fatrs—Adjustment Bureau of the Northern 
Montana Association of Credit Men, Box 1784, F. E. 
McDonnell, Mgr. (ABCPT) 


NEBRASKA—Lincotn—See Omaha. 
OmaHa—Adjustment Bureau of the Omaha Association 
of Credit Men, 2nd Floor, Sunderland Bldg., 15th and 
Harney Sts., G. P. Horn, Mgr. (ABCPRT) 


NEW JERSEY—Newarx—Credit Men’s Adjustment 
Bureau, Inc., 17 William St., Ernest H. Stauber, Mgr., 
Estates Dept.; David T. Young, Mgr., Collection 
Dept. (ABCPRT) 


NEW YORK—Burrato—Western New York Adjustment 
Corp., 705 Erie County Bank Bldg., James D. Huestis, 
Mgr. (ABCPRT) 


New Yorx—Adjustment Bureau of the New York 
Credit Men’s Assn., 470 Fourth Ave., T. O. Sheckell, 
Mgr. (ABRT) (Collections handled by New York 
Credit Men’s Collection Division Inc., 470 Fourth 
Ave., C. E. Liddon, Mgr.) 


RocHester—Collection Bureau of the Rochester Credit 
Men’s Service Corporation, 1151-3 Mercantile Bldg., 
T. C. McCallion, Mgr. (BCP) 


NORTH CAROLINA—CnHar.Lotte—Adjustment Bureau 
of the Carolina Association of Credit Men Inc., 306 
Commercial Bank Bldg., E. C. Fearrington, Mgr. 
(ABCPRT) 


OHIO—Cincinnati—Commercial & Industrial Engineer- 
ing Department of the Cincinnati Association of 
Credit Men, Temple Bar Bldg., J. L. Richey, Mgr. 
(ABCPRT) 


CLEVELAND—Adjustment Bureau of the Cleveland As- 
sociation of Credit Men, 410 Leader Bldg., Hugh 
Wells, Mgr. (ABCPRT) 


Cotumsus—Credit Association of Central Ohio, Cham- 
ber of Commerce Bldg., William G. Hills, Mgr. 
(ABCPRT) 


Dayton—Collection Dept. of the Dayton A.C.M., 40 
Hamiel Bldg., Fifth and Ludlow Sts., Leo J. Bouchard, 
Mgr. (BCP) 


Torepo—Adjustment Bureau of the Toledo Association 
of Credit’ Men, 136 Huron St., H. W. Voss, Mgr. 
(ABCPRT) 


Youncstown—Adjustment Bureau of the Youngstown 
Association of Credit Men, 1105 Mahoning Bank Bldg., 
O. E. Johnson, Mgr. (ABRT) 


OKLAHOMA—Ox taHoma Criry—Adjustment Bureau of 
the Oklahoma Wholesale Credit Men’s Association, 
907 Cotton-Grain Exchange Bldg., E. E. Barbee, Mgr. 
(ABPRT) 


Tutsa—Adjustment Bureau of the Tulsa Credit Men’s 
Assn., Daniels Bldg., C. L. Teale, Mgr. (ABCPRT) 


OREGON—Porttano—Adjustment Bureau of the Port- 
land Association of Credit Men, 471 Pittock Block, 
E. W. Johnson, Mgr. (ABCPRT) 


PENNSYLVANIA—ALLENTOWN—Lehigh Valley — Berks 
Adjustment Bureau, 503 Hunsicker Bldg., J. H. J. 
Reinhard, Mgr. (ABCPRT) 


PHILADELPHIA—Adjustment Bureau of the Philadelphia 
Association of Credit Men, 220 So. 16th St., 10th 
Floor, Cunard Bldg., Clarence H. Osborn, Mgr. 
(ABCPRT ) 


PirtssurcH—Adjustment and Service Bureau of the 
Credit Association of Western Pa., 1213 Chamber of 
Commerce Bldg., R. H. Coleman, Mgr. (ABCPRT) 


ALtToona—Adjustment Bureau of the Credit Associa- 
tion of Western Pa., 1413 Eleventh Ave., Paul A. 
Kerin, Dist. Mgr. (ABCPRT) 


JouHnstown—(Eastern Dist. Office) Adjustment Bu- 
reau of the Credit Ass’n., of Western Pa., 632 Swank 
Bldg., S. I. Lasner, Dist. Mgr. (ABCPRT) 


Uniontown—Adjustment Bureau of the Credit As- 
sociation of Western Pa., 701 Fayette Title and Trust 
Bldg., F. W. Mosier, Dist. Mgr. (ABCPRT) 


RHODE ISLAND—Provipence—Adjustment Bureau of 


the Rhode Island Association of Credit Men, 87 Wey- 
bosset St., C. E. Austin, Jr.. Mgr. (ABCPRT) 


SOUTH DAKOTA—Sioux Fartis—See Sioux City, Iowa. 


TENNESSEE—Cuattranooca—Adjustment Bureau of the 


Chattanooga Association of Credit Men, 1115 Hamilton 
National Bank Bldg., C. H. McCollum, Mgr. 
(ABCPRT ) 


KNoxvitteE—Adjustment Bureau of the Knoxville As- 
sociation of Credit Men, 504 New Sprankle Bldg., 
W. A. DeGroat, Mgr. (ABCPRT) 


Mempnis—Adjustment Bureau of the Memphis Asso- 
ciation of Credit Men, 206 Randolph Bldg., E. C. 
Correll, Mgr. (ABCPRT) 


TEXAS—Datias—North Texas Adjustment & Credit 


Interchange Bureau, Suite 322, Santa Fe Bldg. 
(ABCPRT) S 


Houston—Adjustment Bureau of the Houston Asso- 
ciation of Credit Men, 433 First National Bank Bldg., 
Morris D. Meyer, Mgr. (ABCPRT) 


San Antonio—San Antonio Wholesale Credit Men’s 
Adjustment Bureau, 313 Alamo National Bank Bldg., 
Henry A. Hirschberg, Mgr. (ABPRT) 


UTAH—Sart Laxe Crry—Adjustment Bureau of the 


Inter-Mountain Association of Credit Men, 1411 
Walker Bank Bldg., Robert Peel, Mgr. (ABCPRT) 


VIRGINIA—LyncHsurc—Credit Interchange and Ad- 
justment Bureau of the Lynchburg Association of 
Credit Men, 405 Lynch Bldg., S. H. Wood, Mgr. 
(ABCPRT) 


RicHMoND—Adjustment Bureau of the Richmond As- 
sociation of Credit Men, 305 Travelers Bldg., J. P. 
Abernethy, Mgr. (ABCPRT) 


WASHINGTON—Seatt_teE—Adjustment Bureau of the 
Seattle Assn. of Credit Men, 7th Floor, Alaska Bldg., 
C. P. King, Mgr. (ABCPRT) 


SPOKANE—Spokane Merchants’ Association, 718 Realty 
Bldg., J. D. Meikle, Mgr. (ABCRT) 


Tacoma—Wholesalers’ Association of Tacoma, 802 
Tacoma Bldg., E. B. Lung, Mgr. (ABCPRT) 


WEST VIRGINIA—C arxssurc—Central W. Va. Credit 
& Adjustment Bureau, 410 Union Bank Bldg., U. R. 
Hoffman, Mgr. (ABCPKT) 


HuntiIncron—Tri-State Credit & Adjustment Bureau, 
228 First Huntington National Bank Bldg., C. C. 
Harrold, Mgr. (ABCPRT) 


CHARLESTON — (Branch Office) Tri-State Credit & 
Adjustment Bureau, Room 402, 804 Quarrier St., Ira 
W. Belcher, Mgr. (ABCPRT) 


WHeEELING—Adjustment Bureau of the Wheeling Asso- 
ciation of Credit Men, 913 Hawley Bldg., E. K. Pfeil, 
Mgr. (ABCPRT) 


WISCONSIN—Green Bay—Adjustment Bureau of the 
Northern Wisconsin-Michigan Association of Credit 
Men, 200 Northern Bldg., R. C. Creviston, Mgr. 
(ABCPRT) 


MiLwavuKEE—Adjustment Bureau of the Milwaukee As- 
sociation of Credit Men, 632-46 The Milwaukee Gas 
Light Co. Bldg., Jas. G. Romer, Executive Mgr. 
(ABCPRT) 


OsHxosH—Adjustment Bureau of the Central Wiscon- 


sin Association of Credit Men, 311-12 First National 
Bank Bldg., C. D. Breon, Mgr. (ABCPRT) 
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Court decisions 


BULK SALES ACT. PAYMENT PRIOR TO 
EXPIRATION OF TIME AFTER NOTICE. 
(S. D.) On April 22, 1931 plaintiff foreclosed 
a mortgage and secured a deficiency judgment 
against Light and his wife. Thereafter this 
proceeding was commenced against the garnishee 
defendants on the theory that the garnishee de- 
fendants, Weiss et al., had purchased from Light, 
stocks of merchandise without complying with 
the provisions of the bulk sales law (Sections 
914 to 921, R. C. 1919). The circuit court 
found otherwise and stated: “That the said 
Benjamin Weiss did hold the consideration 
therefor in trust and did not pay the same or 
any part thereof to said Nathan Light.” Weiss 
testified that about the time the sale was made 
he paid Light $500 cash and returned the 
Latter’s note for the balance of the sale price. 
The bills of sale transferring the property from 
Light to Weiss were both dated the 21st day 
of February, 1931, and filed in the office of the 
register of deeds of Minnehaha County on the 
24th day of February, 1931. This is the only 
evidence pertaining to the time when payment 
was made by Weiss to Light. Held, that the 
bills of sale were delivered, and the property 
transferred, and payment made therefor all as 
one transaction. ‘There is no support in the 
record, for the finding to the effect that Weiss 
held the consideration in trust and did not pay 
the same or any part thereof to Light. This 
court has consistently held that a sale in will- 
ful violation of the act is void as to the cred- 
itors. Further, it is a violation of the bulk 
sales act to pay over to the seller any sum 
due him, prior to the expiration of the seven 
days’ notice required to be given to the creditors 
under the provisions of Section 914, R. C. 1919. 
Therefore Weiss was not a good faith purchaser 
within the provisions of the bulk sales act. 
The respondent further contends that Weiss in 
turn transferred these stocks of merchandise to 
the garnishee defendant, Nathan Light Stores 
Incorporated, and that the plaintiff has no right 
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to pursue the property in the hands of this 
corporation. The garnishee defendant, Weiss, 
who purchased the two stocks of merchandise 
from the principal defendant, Light, is the 
president of the corporation. The corporation, 
therefore, through its president, knew of the 
failure to comply with the bulk sales law when 
Weiss purchased the stocks of goods from Light. 
A subsequent purchaser knowing of the failure 
of the original purchaser to comply with the 
provisions of the bulk sales law when making 
the original purchase, takes the property sub- 
ject to the same rights of creditors as the 
original purchaser. Judgment for defendants 
reversed. New First National Bank in Dell 
Rapids v. Light et ux. S. D. Supreme Ct. 
Decided October 4, 1932. 


NEGOTIABLE INSTRUMENTS. DETACH- 
MENT FROM CONTRACT. HOLDER IN 
DUE COURSE. SIZE OF PRINT. STATUTE. 
(VA.) Action on promissory notes on the 
theory that plaintiff was a holder in due course. 
Allen, a salesman for the Brenard Manufac- 
turing Company, sold defendants six radio re- 
ceiving sets. To the contract were attached 
the notes in judgment, separated, however, 
from the main body of the contract by per- 
forated lines. These notes were detached be- 
fore maturity and sold to the plaintiff. It is 
stipulated that the size of type in the contract 
is smaller than that size required by section 
$562a of the Code of Virginia so the vend- 
ing company is bound by verbal agreements 
or modifications of the written contract made 
by its salesman. Allen, the agent, told the 
defendants that they would be required to pay 
nothing but merely to remit as collections were 
made. Plaintiff knew that the notes in judg- 
ment had been detached from the contract, 
and while he never saw the particular contract 
of which they were a part he had seen others 
of like character and was cognizant of their 
provisions. Plaintiff lost the case of Stevens v. 
Pearman, 138 Minn. 72 in which the facts 
parallel those under review. Held that plaintiff 
is not merely charged with knowledge. He 
actually knew of the provisions of the contract 
to which his notes were attached. They bind 
him as they bound the vendor. Judgment for 
plaintiff reversed. Whaley Brothers v. Stevens. 
Va. Supreme Ct. of Appeals. Decided Septem- 
ber 22, 1932. 


PURCHASE OF GOODS NOT IN EXIST- 
ENCE. APPROPRIATION TO CONTRACT 
BEFORE DELIVERY F.O.B. CARS AT 
SHIPPING POINT. SPECIAL MANUFAC- 
TURE FOR’ BUYER. REPUDIATION. 
(MINN.) Defendants contracted with plaintiff 
for the purchase of 400 calendars, upon which, 
according to the contract, certain indicated 
advertising of defendants and their business was 
to be printed. After that printing was done, 
but before delivery of the calendars ‘“‘f.o.b. 
cars; St. Paul”, as the contract required de- 
fendants attempted to repudiate. Their one 
defense now is that, while they might be liable 
for damages for breach of contract they are 
not so for the contract price, their assertion 
being that when repudiated the contract was 
wholly executory, that the goods had not been 
appropriated to the contract, and so title had 
not passed. Held that the contract had been 
performed, executed to a substantial extent by 
plaintiff when defendants attempted to re- 
pudiate. The calendars had been printed, 
manufactured specially for defendants. By 
plaintiff’s performance of the contract, they 
had been rendered unsuitable for the general 
trade and had been set aside for shipment to 
defendants pursuant to the contract. Clearly, 
therefore, the goods had been appropriated to 
the contract, title had passed, and plaintiff 
had so far performed that defendants are liable 
for the purchase price. The rule that, where 
goods have been sold for delivery f.o.b. cars 
at the shipping point, until such delivery the 
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property did not pass is not tenable where the 
process of special manufacture for the buyer has 
gone so far as irretrievably to allocate the 
goods to him under the contract. Delivery is 
not the essential thing, but only one, and quite 
a usual, way of effecting it. What is essential 
to the passing of title is an unconditional ap- 
propriation of the goods to the contract by one 
party with the assent of the other. “There may 
be appropriation without either delivery or 
payment”. Here, for example, the calendars 
were printed or embossed with defendants’ 
name and their special advertising matter. That, 
and their setting aside for shipment to de- 
fendants, certainly made irrevocable their ap- 
propriation to the contract (Sec. 8514, Dunnell, 
Minn. Dig. (2 ed.), passed title to defendants, 
and made them liable for the purchase price. 
The property passes when the parties intend that 
it shall pass. Here the parties could not have 
intended otherwise than that the property 
should pass not later than the moment when 
the calendars had put upon them the name and 
advertising matter of defendants, for thereafter 
they would be of no further use to plaintiff or 
anybody other than defendants. Order in favor 
of plaintiff affirmed. Louis F. Dow Company 
v. Bittner et al. Minn. Supreme Ct. Decided 
October 7, 1932. 


CONDITIONAL SALE. PROMISSORY 
NOTES. ASSIGNMENT. REPOSSESSION BY 
VENDOR. NOTICE TO ASSIGNEE. RATI- 
FICATION OF DISCHARGE OF MAKER. 
(FLA.) Hamilton purchased a certain auto- 
mobile, paying part cash and executing con- 
ditional sales contract in which title was re- 
tained in the vendor with the right to retake 
the property in default of instalment payments, 
and also executed two promissory notes. In 
the body of the note there appears this lan- 
guage, “This note, including all instalments 
thereof of even date herewith is identified with 
conditional sale agreement covering a certain 
motor vehicle and certain personal property and 
equipment thereon.” The note was assigned by 
the vendor to the plaintiff Mortgage Company 
with recourse. When the first instalment be- 
came due Hamilton was not in position to pay 
the note and thereupon he delivered the auto- 
mobile to the vendor. There is no showing 
that he was then advised that the conditional 
sales contract had been assigned. The vendor 
accepted the return of the automobile and 
notified the holder of the note that Hamilton 
had returned the automobile to the vendor. 
The holder of the note took no action and re- 
mained silent. The automobile remained stored, 
and more than three years after the purchase 
and sale the holder of the note filed this suit 
against Hamilton. 

Held that, under the terms of the contract, 
the conditional vendor had a right to repossess 
the automobile upon default occuring in the 
payment of an instalment of the purchase 
price. The note showed upon its face that it 
was only a part of the sales contract. ‘The 
holder of the note was, therefore, charged with 
notice that the vendor reserved title in the 
automobile and had the right to repossess the 
same. The holder was also charged with knowl- 
edge of the law to the effect that the vendor 
could not repossess the property and also pursue 
the vendee for the payment of the purchase 
price. The plaintiff in the court below acquired 
only a part of the contract, to-wit: the note. 
The remainder of the contract remaining in 
the hands of the vendor, the assignee of the 
note was bound by the action of the vendor 
in repossessing the property and thereby dis- 
charging the obligation of the note, but, aside 
from this, the record shows that the conduct 
of the assignee of the note when the automo- 
bile was returned to the vendor and the as- 
signee had notice thereof, was a ratification of 
the discharge of the maker of the note, and 
thereafter the plaintiff’s cause of action, if any, 
was against the assignor of the note, the vendor 
of the automobile remaining liable on its en- 
dorsement thereof to the assignee. The direct- 
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ing of the verdict in favor of the plaintiff was 
error, and, therefore, the judgment should be 
reversed. Hamilton v. Vero Beach Reserve 
Mortgage Company. Fla. Supreme Ct. De- 
cided October 18, 1932. 


CONDITIONAL SALES CONTRACT. 
REFILING. VALIDITY AS TO TRUSTEE. 
PERSONAL PROPERTY LAW, SECTIONS 
65 AND 71 CONSTRUED. (N. Y.) The 
referee held that the conditional sales contract 
was void as against the trustee in bankruptcy 
because not refiled within the last thirty days 
of the three year period after the first filing, 
as provided in Section 71 of the Personal 
Property Law of the State. The claimant 
vendor contends that inasmuch as a conditional 
sales contract is void for failure to file or to 
refile only as to purchasers, mortgagees and 
creditors acquiring a lien by attachment or 
levy, and the trustee did not become such cred- 
itor until seven days after the refiling, the 
trustee was not such creditor on October 8th, 
the time of refiling, and hence the conditional 
sales contract is valid as to the trustee. 

Held that the decision of the question de- 
pends upon the construction to be given sec- 
tions 65 and 71 of the Personal Property Law 
of the State of New York. It has been held 
in this Court that such conditional contract of 
sale is valid as against the trustee in bank- 
ruptcy, even though there has been a substantial 
delay in the original filing of the contract, so 
long as it is filed before the petition in bank- 
ruptcy is filed. This court has also held that 
chattel mortgages are valid as to creditors whose 
claims do not arise until after the filing, though 
the filing be long delayed. When it comes to 
the matter of refiling, however, the statutes 
relating both to conditional contracts of sale 
and chattel mortgages fix a time limit for 
refiling and expressly declare that unless re- 
filed within such statutory time the instruments 
are invalid thereafter, as against the persons 
named in’ the statute. When the statute says 
so flatly, as it does in section 71: “filing of the 
conditional sale contract shall be valid for a 
period of three years only” it must be taken 
to have the natural meaning which the words 
imply. These words mean that if not refiled 
within the last thirty days of the three years 
from the time of the original filing, the original 
filing is invalid. That is to say the status of 
things is as if the conditional contract of sale 
had never been filed. The language of the law 
as to chattel mortgages is a little different and 
a little more specific but the meaning and in- 
tent is the same. In the absence of any authori- 
ties to the contrary and in view of the plain 
language of the statute as embodied in section 
71, that filing should be valid only for three 
years, it must be held that the three years hav- 
ing elapsed, in contemplation of the law, the 
vendor’s position is as if no filing had ever 
taken place. It follows, therefore, that the 
right of the trustee in bankruptcy prevails over 
that of the vendor. Decision of the referee 
affirmed. Order to be entered accordingly. 
Matter of Kaufman & ano. VU. S. Dist. Ct. 
Northern Dist. of N. Y.. Decided October 10, 
1932. : 
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Study wholesale 
grocery credits 


Forty-nine accounts on the average of the 
approximately 1,336 found on the books of 
wholesale grocery concerns of the United States 
become uncollectible through bankruptcy, it is 
indicated by results of an Industrial Credit Loss 
Survey, dealing with sales and losses in 1931. 
The wholesalers’ credit losses by these defaults 
were found to average $5,236 for the year, or 
a little less than one-half of one per cent 
(0.414%) of net sales. 


CREDIT and FINANCIAL MANAGEMENT... . . DECEMBER, 


The total number of accounts charged off for 
all reasons is shown to average 61 per cent 
wholesale, with aggregate dollar charge-offs 
amounting to 0.8 per cent of net sales. Recov- 
eries from bad accounts during the 12 months 
studied amounted to approximately 0.08 per 
cent. 

The grocery wholesalers have, on the aver- 
age, 42 days business outstanding on the books, 
the records show. The smaller concern as a 
rule has a longer period outstanding than the 
large house, it also appears, 108 concerns with 
sales under $1,000,000 each averaging 43.65 
days outstanding, as compared with 38.33 days 
for 48 concerns of over $1,000,000 volume each. 
The average discount period allowed by the 
wholesalers was 15 days, and the average dis- 
count offered, 1.6 per cent. 

More than 200 wholesale grocers in all, with 
sales exceeding $256,000,000, were studied in 
the course of the survey, which is reported as 
aimed to aid in the formulation of practical 
credit standards for the wholesale grocery trade. 


Vernor Hall 
v died suddenly 


(Cont. from page 43) engaged in writing 
some of these “lectures” in response to 
a demand for them from a national 
syndicate, but his credit work occupied 
so much of his time that he was never 
able to finish this. 

Mr. Hall married Miss Margie Nash 
in 1909. She survives him, as does also 
a brother, E. N. Hall of Galveston. 


Bankruptcies in decade 


M increased steadily 


A steadily increasing number of 
bankruptcies and business failures over 
the past decade, an increase in liabilities 
and a decrease in the amounts received 
by creditors are revealed in figures com- 
piled by the U. S. Department of Justice 
and published in “Causes of Commercial 
Bankruptcies,” recently issued by the 
Department of Commerce. Commercial 
failures, as reported in Dun’s Review, 
have shown a steady increase and they 
are mounting at a greater rate than the 
increase in number of concerns in busi- 
ness. 

It is pointed out in the report that 
commercial failures of more than 28,000 
in one year and total bankruptcies of 
60,000, including wage earners, farm- 
ers, merchants, manufacturers, and 
others cannot be considered as the total 
number of business failures. These fig- 
ures on commercial failures include only 
those enterprises whose voluntary-or in- 
voluntary withdrawals from business 
result in a loss to creditors, and whose 
property and affairs are settled through 
bankruptcy, composition, receiverships, 
or assignment proceedings. Owners of 
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small establishments who close up their 
doors and disappear without notifying 
creditors, as well as concerns that dis- 
continue business with a loss to owners 
but not to creditors are not included 
in the statistics. 

According to the figures of the De- 
partment of Justice, the number of 
bankruptcies in 1931 exceeded those of 
1920 by 44,700, and liabilities for 1931 
exceeded those of 1920 by $807,027,- 
613. The recorded loss to ‘creditors 
through bankruptcy alone amounted to 
approximately seven and a quarter bil- 
lion dollars ($7,223,727,656) during 
this 12-year period. The average 
amount received by creditors on their 
claims amounted to slightly less than 
814 cents on the dollar during the 
same period. In the year 1921 there 
were 38,507 no-asset cases. 


Heavy-duty 
transfer file 


The Oxford Filing Supply Company 
of Brooklyn, N. Y. announces the com- 
pletion of a new series of Oxford cor- 
rugated board files. Out of their ex- 
perience in the manufacture of cor- 
rugated board files they state that they 
have discovered the need for a short 
line of heavier files, having greater 
strength ‘and improved appearance and 
covering a greater -field of usefulness 
than the files formerly made, but still 
selling at a price that will appeal to the 
1932 market. 

The new file is built for daily use, 
not for current records, necessarily. It 
is characterized by strength, easy drawer 
action, neatness of appearance and the 
solidity of a bank of files when stacked 
and locked rigidly together. Sturdy 
metal columns support most of the 
weight, so that the files can be stacked 
as high as one wishes. The sides of the 
drawers are said to be absolutely rigid. 


Gentlemanly! 
F.—“Did you collect that old bill of 
$162.50 from Jones?” 


P.—‘No, I got twenty cash and sold 
him twelve dollars more merchandise.” 
—“Why did you give him more 
merchandise? Get what he owes us 
first! You'll wreck this firm.” 


P.—‘‘Say, he was a gentleman to give 
us the twenty.” 


—Contributed by Ben Nichols 
of Wilkes-Barre, Pa. 


Don’t you ever wonder how you man- 
age to get along as well as you do? 
WILLIAM FEATHER 
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Photo courtesy Nash Motors Company 


How well are you prepared to master the rapidly changing re- 
quirements placed upon to-day’s credit executives? 


The day is gone when you could count on success simply by 
doing your work well. If you would forge ahead in the face of 
to-day’s increasing demands and relentless pressure—in credit 
as in every phase of business—you must make yourself not 
merely useful but INDISPENSABLE. 


Your first step toward this goal is to master the fundamentals of 
your profession. Since a credit basis underlies nearly every 
business transaction, a training in credit is dominantly essen- 
tial to every progressive business career. 


With these facts in mind the National Institute of Credit has 
prepared a practical course in credits and collections designed 


to give you the greatest amount of credit training in the short- 
est time possible. 


This course is based upon the experience and proven judgment 
of successful executives. It is equally valuable to administra- 
tive heads of large concerns and to young men and women just 
beginning their business or credit careers. 


Make your start while the time is ripe—prepare yourself for 
the far-reaching changes now taking place in the commercial 
scheme of things. Clip the coupon and mail it to-day! 


NATIONAL INSTITUTE OF CREDIT, Dept. 12, 
One Park Avenue, New York. 


Please send me details of your new course in Credits and Collections. 


. 
(RE RRRRERERERERERREEERERERERE RE RE R ERE RE REE RRR ERE SE 
” 


48 


HOW ABOUT 


your 


FUTURE? 


NATIONAL INSTITUTE 
OF CREDIT 


One Park Avenue 


New York 
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Why Did He Fail? 


Forests of trees and oceans of ink have been used 
in books, graphs, charts, and statistics showing 
why men fail in business. To what purpose? As 
long as business has been done men have at- 
tempted, and failed. And other men will attempt, 
and fail, in the future regardless of what con- 
ditions may be. But explaining why they have 
failed has not reduced bad debt losses— they are 
steadily increasing. 


Let’s not waste any more time complaining that 
we have had bad debt losses because our custom- 
ers fail. Let’s not waste any more time discover- 
ing why they fail. That will never reduce losses. 


Failures can’t be stopped, but bad debt losses can 
be stopped. Therefore, let’s change our tactics, 
revise our view of credit, and ask ourselves— 


Why Am I a Creditor? 


Why did we sell the merchant who was sure to 
fail? Was it because of incompetence in the credit 
department? Were we so hungry for business that 
we shipped merchandise which we knew would 
never be paid for? Or, was it because the credit 
information we had did not show conclusively 
that the merchant was not a good credit risk? 





Fragmentary, out-of-date, guess-work credit 
information is the rule of the day. Financial 
statements prepared by people who cannot dis- 
tinguish between a debit and a credit, and many 
of them prepared in round numbers, are accept- 
ed as dependable guides to credit responsibility. 
Ledger experience information six months or a 
year or more old is often believed to be of value 
in determining today’s credit responsibility. 


Ledger experience information, if accurate, up- 
to-date, and impartial, is the acid test of credit 
responsibility. The National Association of Credit 
Men by the establishment of the National Credit 
Interchange System provides the avenue through 
which this information is available to credit de- 
partments. When business interests understand 
that the way to eliminate bad debt losses is to 
have the right kind of credit information, there 
will be but one medium for the exchange of led- 
ger experience information—All of them will be 
users of Credit Interchange Service — And the 
right horse will be before the cart. 


The Manager of your nearby Bureau — see list 
below — will be glad to tell you how you can 
profitably employ Credit Interchange Service. 


CREDIT INTERCHANGE BUREAUS 


National Association of Credit Men 


Atlanta, Ga. 
Baltimore, Md. 
Billings, Mont. 


Clarksburg, W. Va. 
Cleveland, Ohio 
Columbus, Ohio 


Ft. Smith, Ark. 
Ft. Wayne, Ind. 
Grand Rapids, Mich. 


Dallas, Tex. Great Falls, Mont. 
eg Ais. Denver, Colo. Green Bay, Wisc. 
Buffalo. N Y. Des Moines, Iowa Houston, Texas 
Chattan é or Detroit, Mich. Huntington, W. Va. 

Inapga, Tenn. Duluth, Minn. Indianapolis, Ind. 
Chicago, Ill. Evansville, Ind. Jacksonville, Fla. 


Cincinnati, Ohio Flint, Mich. Kalamazoo, Mich. 


Kansas City, Mo. 


New York, N. Y. San Francisco, Calif. 
Knoxville, Tenn. 


Oklahoma City, Okla. Seattle, Wash. 


Omaha, Nebr. Shreveport, La. 
er Peoria, Iil. Sioux City, Ia. 
Louisvill K _ Philadelphia, Pa. Tampa, Fla. 

e, Sy- Pittsburgh, Pa. Toledo, Ohio 
Lynchburg, Va. Portland, Ore. Tulsa, Okla. 
Memphis, Tenn. Richmond, Va. Utica, N. Y. 
Milwaukee, Wisc. St. Louis, Mo. Wheeling, W. Va. 


New Haven, Conn. 


St. Paul, Minn. 
New Orleans, La. 


Wichita, Kansas 
Salt Lake City, Utah 


Youngstown, Ohio 
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' Contact... 


fee-eo 


to the aviator means ‘ready to go.’ 


Contact to the L. & L. & G. agent means ‘ready to serve’ 
. . « to serve as your insurance adviser. 


The security of your credit may depend on protection 
against contingencies other than fire: on Use and Occu- 
pancy, Rental Value, Explosion, or Windstorm. 


The L. & L. & G. agent is competent to judge not only 
whether your own company is properly secured, but also 
whether the coverages carried by applicants for credit 

are sufficient and sound. 


Contact with an L. & L. & G. agent is contact with an 
insurance consultant . . . not with a policy peddler. 


150 WILLIAM STREET, NEW YORK 








